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After the German Elections 


[' is now certain that the first federal government of Western 

Germany will be a coalition of the Right. The Christian Demo- 
crats have emerged as the largest party, though they have failed 
to secure an absolute majority. In order to form a government, they 
must, therefore, enter into a coalition with the Liberals—liberal in 
the continental sense, extreme Conservative in the British. The Free 
Democrats, Germany’s “liberals,” obtained 52 seats, and these, with 
the Christian Democrats’ 139, give the bourgeois bloc a comfortable 
majority over the 131 seats of the Socialist Democrats, the great 
party of the Left—in fact, for the time being, virtually the only party 
of the Left. Although the Communist vote remained above a million 
and did not fall catastrophically compared with the showing in the 
earlier elections in the separate Lander or provinces, the Communist 
Party obtained no seats by “ direct” vote—even their leader, Max 
Reimann, was defeated—and only fifteen seats by the indirect form 
of proportional representation by which 40 per cent of the seats were 
allotted. ‘ 


The Christian Democrats and their colleagues do not, however, 
have to think only of the Socialist opposition. Christians and Liberals 
together command only 191 out of the Bundestag’s 402 seats, and to 
their right a number of small parties and a group of Independents 
have between them collected two to three million votes and close 
on 80 seats. By voting against a coalition of the Moderate Right, 
they could upset it, and it may be necessary to secure the support of 
these men by admitting one or two representatives into the Cabinet. 
Such a move will tend to shift the centre of gravity of the Coalition 
further to the right, since the smaller parties—the German Party and 
the German Right Party—are fanatically nationalist. The Bavarian 
Party is no exception to this save that its nationalism takes the form of 
separatist pan-Bavarianism. 

The only alternative to a government of this kind would be a 
coalition of Christian Democrats and Social Democrats. Some out- 
side observers, remembering the moderate and effective administra- 
tion provided by such a team under Dr Armold’s leadership in 
North-Rhine Westphalia, have hoped for such an outcome in federal 
politics, but there appears to be no prospect of it. The Christian 
Democrat leader, Dr. Adenauer, and the Socialist leader, Dr 
Schumacher, have outdone each other in bitter abuse during their 
electoral contest. The strong support given by the Churches to the 
Christian Democrats has roused the traditional anti-clerical feeling 
of the Social Democrats ; above all, the two parties have so few 
issues on which they agree at present that a government based upon 
their co-operation would be a stalemate, not an administration. But 
this inability of the Christians and the Socialists to agree may be no 
bad thing for the development of healthy politics in Germany. The 
existence of a large democratic and constitutional party in opposition 
makes it impossible for the Communists to exploit all the difficulties 
and grievances which are bound to arise as economic conditions grow 
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less favourable ; it also leaves the German people with a 
constitutional alternative, should the peculiarly naive brand 
of laisser faire professed by the Right in Germany fail to 
provide the answer for the country’s phenomenal problems 
of economic readjustment. 


The real temper of both government and opposition cannot 
be fairly tested until both are at work at Bonn, but one fact 
does emerge clearly from the elections. The Germans took 
them seriously. Urged by the Communists to show their 
indifference by abstention, they achieved practically an 80 
per cent poll and gave the lie to the Communist contention 
that they see in the coming into being of a government in 
western Germany the chief obstacle in the way of German 
unity. The size of the vote shows that most Germans would 
rather run their own affairs in two-thirds of Germany than 
have them run for them in a reunited Reich. The Bonn 
Government will there- 
fore start work with the 
solid support of the great 
mass of Germans if not 
for all its policies, at least 
for its existence. 

This fact may create 
new problems for the 
occupying powers. It is 
certain that the claims of 
the Federal Government 
to increased powers and 
a more unfettered use of 
those the Germans now German Right Party 
enjoy will grow steadily. Economic Reconstruction 
Already in the course of (WAV) 
the elections promises 
were made—on food sup- 
plies, on taxation, on 
capital on loans—which 
are not at the moment 
within the competence of 
the German authorities to 
decide. They will soon 
wish to do so. Moreover, 
the existence of a large 
organised opposition is 
bound to increase the 
pressure for greater freedom of action. Dismantling 
provides an outstanding example. The Socialists made it 
a central theme in their electoral propaganda. It will be one 
of the first issues upon which they will urge the government 
to take action. The government, with public opinion 
solidly opposed to dismantling, can remain passive only at 
the risk of losing future votes. Whether it wishes to or no, 
it will be compelled to press for a drastic reduction of the 
dismantling programme. In point of fact, since the right 
wing parties are more nationalist than the Social Democrats, 
the government is almost certain to take up the question on 
its Own initiative without waiting for the gibes and prods 
of the opposition. The Allies have, in fact, to realise that 
the experiment of government which they have initiated in 
Bonn will now run further and further beyond their control. 
They will not be able to put constant restraint on anything 
as dynamic as the determination of an historic European 
nation to run its own affairs. They have a few months in 
which to make up their minds what their attitude will be. 
After that, events will decide their policy for them. 


Their immediate reaction may well be a desire to clamp 
down still further controls on the Germans. The electoral 
campaign can have given little comfort to genuine demo- 
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crats anywhere. It was conducted on all sides in 
sphere of hysteria. All the most unpleasant ¢ 
of a not very attractive people came to the 
Germany’s repellent record in the international affairs, th 
last seventy years was forgotten. History began IN 194 
and everything was the fault of the occupying powers, 4) 
parties, including the solid democratic parties, outdid ex 
other in abuse of the Allies and at times the Voices ¢f 
Dr Adenauer, of Dr Schumacher and of Genera} Reme, 
who helped Hitler to crush the 1944 revolt, were indist. 
guishable. If this is the mood behind German politics, c 
it be wise to transfer more power to a German governmem) 
On the contrary, does not the electoral campaign prove tly 
more vigilance, not less, is necessary ? 


In fact, however, the German government of the Alle 
dream—modest, grateful and accommodating—dogs gy 
exist and never will, 4 
the memory of delg 
co fades, each successive Ge. 
man government is like 
to become mor mo 
manageable. What tk 
western powers have » 
remember today is that tk 
present situation in Ge. 
many, in which the tw 
largest parties on tk 
Right and the Left x 

constitutional and dem 
eae 4] cratic parties, is the bes 
political situation they a 
ever likely to obtain, I 
the transfer of power 4 
not made to these me. 
the men who come afi: 
wards are likely to beew 
More unworthy to rece 
it. The pressure on tk 
Bonn Government will & 
tremendous. The git 
vance of the Oder-Neise 
line and the presence d 
the refugees will be quit 
enough to keep naticnd 
ism in a state of exacerbated fury. If the present administe 
tion ¢annot point to a real attainment of national sovereigat 
and a real achievement of European status, the nations 
tide may sweep it away to bring in the Remers and & 
Sirassers and the Loritzes in its place. Economic difficult 
will, at the other extreme, provide the Communists wi 
admirable weapons of disintegration. Once again, 
government will be able to maintain its prestige only it 
can point to solid gains, both economic and political, m® 
relations with the western world. 






681,981 
1,134,466 


2,788,653 
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In a word, the only safe policy for the western pow 
to pursue at this point is to accept the Bonn Governml 
into their own community and to abolish all save the fst 
essential controls on military rearmament. There are 00 
halfway houses in the treatment of a defeated enemy bet? 
complete repression and complete equality. In setting # 
the Bonn Government the Allies have rejected the form: 
they have no option but to press on with the alternat 
The Occupation Statute should be drastically revised, 
its functions virtually restricted to the oversight of Gem# 
civil liberties. Economic controls—that is to say, thos * 
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posed by the occupying powers—should be completely re- 
moved and western Germany brought fully into the Organi- 
sation for European Economic Co-operation ; the restraints 
on its economic freedom of action should be no greater than 
those imposed by the ECA on other countries receiving 
American aid. The task of the Military Security Board 
should be reduced to preventing the production in Germany 
of certain vital end products—tanks, guns, atomic energy— 
without which war cannot be waged. For the rest, all limits 
on German production should be removed and all save 
military dismantling programme ended. The German 
members of the Ruhr Authority should be invited to take 
office at once and the attempt should then be made to turn 
the body into an instrument of European economic recon- 
suction. The Free Democrats are already, in the name 
of free enterprise, calling for international cartels. The Ruhr 
Authority might be extended to other countries and made 
a instrument of international capital planning and expan- 
sion instead. Lastly, the Bonn Government should, as Mr 
Churchill has suggested at Strasbourg, be brought without 
delay into the Council and Assembly of Europe. 

Such a programme, carried through with energy and 
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vision, might give the new government the backing and 
prestige it desperately needs to check the ominous increase 
in nationalist hysteria, to counter the grave economic prob- 
lems that lie ahead and to hold in check Communist propa- 
ganda for the reunion of Germany on Russia’s terms. The 
concessions outlined above will in fact in the long run be 
made, simply because the western powers have neither the 
will power nor the desire to sit on the Germans’ heads 
for ever. But the danger is that they will be made slowly 
and grudgingly, wrung from the occupying powers by in- 
creasing onslaughts of nationalist fury, each concession 
whetting the German appetite for more and convincing it 
of the invincibility of force in politics. The German govern- 
ment elected last Sunday may be the only government to 
which it is safe to make any concessions at all, and since 
they will in any case be made, they should be made at once. 
Only in this way can German democracy receive the flying 
start it needs in order to establish itself. Without it, the 
history of the interwar years may well be repeated in ten 
years’ time. The privileges and powers the Allies do not 
concede to the Bonn regime may be snatched from them 
by an aggressive and resurgent Reich. 


Currency Unions 


HE idea of currency unions is very much in the air. 

Reports from Strasbourg suggest that there is more 
lk in the couloirs there of a European currency union than 
of a European federation or customs union. Mr Bevin, in 
his speech in the debate on economic affairs before the 
House of Commons rose for the recess, applied the same 
idea, with all his usual vagueness, to the relations between 
the pound and the dollar. There have been answering voices 
from Washington—though not from official sources—and 
the Wall Street Journal has openly advocated a “ financial 
union” between Britain and America. 

It is, indeed, a very sensible idea, one of those obviously 
sensible ideas that appeal irresistibly to the ordinary man. 
Currency difficulties lie at the centre of every economic 
problem today. And not of economic problems alone, for 
how can the idea of political unity in western Europe hope 
to make progress if unofficial Europeans cannot even go 
alling on each other, except within the limit of an allow- 
ance of currency which barely suffices for a short holiday ? 
If so much in commerce and in other forms of intercourse, 
which would otherwise be perfectly possible, is held up 
amply by the difficulty encountered in changing one cur- 
fency into another, surely it is obvious common sense to 
sweep all these national currencies away and simply have 
one international currency to serve the whole world. 
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The purpose of this article is neither to advocate nor to 
oppose the creation of currency unions, but simply to 
examine and explain what would be involved in any such 
proposal. First, perhaps, it is necessary to be quite clear about 
what is meant. Obviously, any proposal that would leave 
the different national currencies in separate existence and 
confine itself to suggesting that they should be freely con- 
vertible into each other would be impracticable. The whole 
present difficulty arises from the fact that sterling 
cannot be converted into dollars; and it would do 
nothing to solve the difficulty merely to act as if it did not 
exist. The only sort of currency union that is worth examin- 
ing is a complete one, in which two or more countries agree 
to use identically the same currency. The pieces of paper 
handed over the counters of shops would be the same in 
both (or all) countries, and could be carried as freely from 
one country to the other as Bank of England notes can be 
carried from London to Edinburgh. Any lesser proposal 
simply “solves” the problem of convertibility by resurrect- 
ing it in a slightly different form. If “ currency union” is to 
make any contribution at all, it will have to sweep away the 
whole question of convertibility by removing the possibility 
or necessity of conversion—that is, by using the same form 
of money in all the participating countries. 

To sharpen the argument, it will be assumed in this article 
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that what is proposed is a currency union between the United 
Kingdom and the United States, using the dollar. On 
January 1, 1950, all Bank of England sterling notes would 
be replaced by dollar notes at some fixed rate of conversion. 
All bank accounts would simultaneously be translated from 
pounds shillings and pence into dollars and cents and sub- 
sidiary coins would similarly be exchanged. Thereafter, 
dollars would be used for all purposes in the United King- 
dom exactly as they are used in the United States and no 
problems of exchange or conversion could arise. It makes 
no differnce to the argument whether the dollar currency 
would be issued, after the union, by the United States 
authorities or by some joint or international authority. The 
crucial point is that it would be issued by a body over which 
the British Government, 
and British law, did 
not exercise unquestioned 
control. 


The question for ex- 
amination is what would 
be the consequences of 
such an operation. 


Certain technical diffi- 
culties would arise at once 
in the money market. 
The reason why British 
Government securities are 
gilt-edged in the London 
Money Market is because 
no doubt whatever exists 
about the ability of the 
British Government to 
pay them off at their due 
dates in sterling currency, 
having the privilege of 
legal tender. Everybody 
knows that, if the Govern- 
ment Cannot possess itself 
of sterling by any other 
means, it can arrange for 
the creation of the neces- 
sary credit. And the 
banking system would 
acquiesce in the creation 
of the credit because it 
knows that the Govern- 
ment can, and would, 
provide it with enough 
legal tender currency to enable it to discharge any obligations 
that might fall upon it as a result of the creation of credit. 
A currency may rise or fall in real value, but the essential 
thing for all domestic, commercial and financial transactions 
is that it should suffice to meet the legal obligations of those 
who hold it. Experience shows that a currency possessing 
this privilege of legal tender has to become quite fantasti- 
cally unstable in real value (that is, in purchasing power) 
before it begins to be unacceptable to the general public. 

What would happen if the British Government suddenly 
lost the power to create legal tender currency, if that power 
were transferred to some other government or to an inter- 
national body ? One of he first effects would be that British 
Government securities would become much more risky 
mvestments. Their redemption on maturity could no longer 
be regarded as a certainty ; it would depend on whether the 
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British Government, at that time, could possess itself preset 
sufficient number of dollars, which would obviously be, cael 
very much less certain proposition. It is true: that ty dollar 
incomes of the inhabitants of Great Britain Would ab {, If the 
dollar incomes, and that the tax revenue of the Brit the de 
Government would therefore be dollar income, But hi high t 
raises the further question of how the British People wou neatly 
earn their dollar incomes, to which we must turn in ; sales t 


moment. The immediate point is that Britain’s ments, 
of a currency union would remove from the British Goren. The 
ment the power to create money either for the payment gy Me be gt 
its internal debts or for any other purpose. Some with / 


would argue that this might be all for the good. oe the gu 
historical fact that most of the political liberties of weste, Me for all 
Europe were wrung freq that it 
the sovereigns of ye me YS 


Four Apples—” centuries precisely ee 
cause they could » ow 

create money (wh ts 

then consisted entirely tently 


gold and _ silver), and ; than t 
may be that the powerd Hout of 
creating money is w accour 
| great to be entrusted what ¥ 
‘ any government. Anda ee 2 curr 
the economic side, thee fe 1 
are those who hold te Mee “hat 


the deliberate _interver — 
tions of governments s hank 


monetary matters ham 
done more harm ta 
good, and that it would In s 
better if currency ai be to j 
credit were beyond the cl 
reach of politicians. The He “*y 


arguments are tenabk; - 
but they are certainly mt aa 
either popular or fast Hy... 


able. A government it HP Unite 
lost its financial 
sovereignty would be 
duced, in matters of hig 
economic policy, to & 
position of a ka 
authority. Among ol 
things, it would be unibé 
to go to war (by itd 
at least), for every # 
involves the massive creation of credit. It woulda 
unable to pursue a full employment policy, as those wit 
are understood nowadays. That, and any other pod 
involving the use of the credit-creating power, would net 
sarily have to be left to the political authority that effectiv! 
controlled the issue of the legal tender currency. It8® 
part of the task of this article to argue whether sua? 
surrender of economic policy-making power would be gow? 
bad, but only to insist that it would be an inevitable oF 
sequence of any currency union. 

We still have not, however, reached the heart of the mallé 
Why is there a balance-of-payments problem betwee Me 
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or indirectly, than they buy from the United States. If the 
present impediments to the conversion of pounds into dollars 
were removed (there are no impediments to the conversion of 
dollars into pounds) the deficit would be very much larger. 
If the currency union were accompanied by a customs union, 
the deficit would be larger still, since the American tariff, 
high though it is, does not limit British sales to America 
nearly as much as the British trade restrictions limit American 
sales to Britain. And if there were freedom of capital move- 
ments, the deficit would be still further enlarged. 

The immediate effect of a currency union would, therefore, 
be greatly to increase Britain’s deficit in its trading relations 
with America. The deficit would no longer present itself in 
the guise of a shortage of dollars for conversion into pounds, 
for all accounts would be in dollars. But that does not mean 
that it would not present itself at all. Balances of payments 
ye usually compiled for whole nations treated as units. But 
every town or county has its balance of payments in the sense 
that the people who live there must somehow contrive to 
have as much money coming in from the outside world as 
they pay out. If the inhabitants of Edinburgh were consis- 
tently to pay out to the whole of the rest of the country more 
than they take in, there would be a steady flow of currency 
out of Edinburgh and a steady transfer of credit from bank 
accounts in Edinburgh to bank accounts elsewhere. This is 
what would happen if the United Kingdom were to enter into 
acurrency union with the United States while still remaining 
in commercial deficit. The dollars originally provided in 
exchange for the sterling currency that was withdrawn from 
circulation would steadily drain away to the United States, 
and there would be a similar steady transfer of bank credit 
from banks in Great Britain to banks in the United States. 


® 


In short, the immediate effect of a currency union would 
be to impose on the British people a very sharp deflation of 
the classical type, due to a rapid fall in the quantity of cur- 
tency and credit in circulation. Moreover, as has already 
been explained, the British Government would be unable to 
ake any remedial action. Indeed, since it would itself be 
experiencing a sharp fall in its receipts from taxation, it would 
be compelled to intensify the deflation. The whole of the 
United Kingdom would become a depressed area, dependent 
on such charitable assistance as might be forthcoming from 


Lost 


N announcing the publication of the White Paper on 
United States relations with China,* released on. August 5, 
President Truman declared that his primary purpose in 
having “this frank and factual record ” given to the Ameri- 
fan people was “to ensure that our policy towards China 
and the Far East as a whole shall be based on informed and 
imelligent public opinion.” The report, which is intended 
toclear the mind of the man in Main Street, consists of 1054 
Pages, Most of them in small print, and although interest 
international affairs is undoubtedly widespread in America, 
"may be doubted whether many citizens will honestly read 
ch a tome through to the end. For most Americans, 
it will probably be Mr Acheson’s covering 

which will be noted, and the rest will be taken as read. 
White Paper, nevertheless, repays study, and not only 
ore since it throws a vivid light on the process of 
* United States Relations with China, with Special Reference 
fan Petiod oe Department of State Publication 3573. 
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the more prosperous parts of the currency union, until such 
time as, by reducing its wage rates and other costs of pro- 
duction or by lowering its standard of living, it once again 
earned as much as it spent. 

It may be, once again, that such draconian methods of 
restoring the British balance of payments to a healthy condi- 
tion would turn out, in the long run, to be the best, that a 
sudden sharp forced adjustment would be better than chronic 
crisis. But it is not a remedy that is often advocated in public, 
and those who support currency unions ought to be made 
aware of exactly what it is they are proposing. 

It may be asked why, if the effects of a currency union be- 
tween two nations would be so startling, they are not more 
perceptible as between two parts of a nation. Why, for 
example, is it that the southern states of the American Union 
do not suffer from a steady drain of currency? The answer is 
that they have never been allowed to get nearly as far out of 
alignment with the rest of the country. As soon as a deficit in 
the balance of payments arises, it is reflected at once in the 
personal finances of individuals, who are compelled to work 
harder or to emigrate. Moreover, since the southern states 
form one taxing unit with the rest of the American republic, 
they can receive large hidden subventions through the ordin- 
ary means of paying less taxes and receiving more benefits 
of one kind and another. 

The moral of this discussion is not that currency unions 
are bad things. On the contrary, like all other forms of 
human unity, they are highly desirable. It would be won- 
derful (once the initial adjustments were made) to have free 
movement of money across the Atlantic. The moral is the 
old familiar one that there is no magic in monetary arrange- 
ments. So long as the commercial accounts between Britain 
and America are not balanced, the institution of a currency 
union would not solve the problem but would rather precipi- 
tate it in an aggravated form. It would create a situation in 
which either Britain would have to endure the sharpest 
deflation the world has ever seen, or else that the United 
States would have to provide subsidies far larger than the 
Marshall Plan. 

As the Belgiaas and the Dutch are discovering, it is not 
schemes of union that create economic balance, but the attain- 
ment of economic balance that alone makes schemes of union 
—ither of currency union or of customs union—feasible. 
There are no short cuts, 


Ally 


events whereby the nation which was in some respects 
America’s favourite wartime ally has been transformed, 
except for a surviving remnant, into an active enemy. 

For two or three years after Pearl Harbour, American 
official circles accepted a picture of China as a postwar 
Great Power and main factor of stability in the Far East. 
It was expected that, after the common victory over Japan, 
China, with American support, would become strong enough 
to ward off any future Japanese aggression, and would 
further, with appropriations of Japanese industrial plant from 
Manchuria and from Japan itself as reparations, supplemented 
by American capital goods, replace Japan as the leading 
industrial nation of Asia. This réle of China was not in- 
tended to be a threat to Russia, though it implied that in 
future China would be able to hold its own against its mighty 
northern neighbour no less than against Japan and thus keep 
a Far Eastern balance of power. So anxious was the United 
States to avoid any provocation of Russia by the building up 
of China that Washington was ready to regard Manchuria as 
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a Russian sphere of influence and to restore to Russia the 
position there, incompatible with China’s full sovereignty, 
which Tsardom had held in 1904. The White Paper justi- 
fies the notorious secret treaty of Yalta on the ground of 
military necessity ; it was Russia’s “ price” for the entry 
into the Pacific war, which turned out to be superfluous, but 
which President Roosevelt’s military advisers at the time 
considered highly desirable. But even without these war- 
winning calculations, the American purpose was to satisfy, 
as far as possible, Russia’s security requirements, and 
America’s willingness to extort from China a new cession of 
Port Arthur to Russia was at least a proof that American 
policy in China at that time was not anti-Russian. 


* 


Nor, indeed, was it even anti-Communist. While the 
Pacific war was still going on, the United States made 
strenuous efforts through its Ambassador in Chungking to 
reconcile the Kuomintang and the Communists so that they 
could combine their forces effectively against the Japanese. 
After the war was over, there was the mediatory mission of 
General Marshall. In these attempts at a settlement Ameri- 
can policy aimed at Chinese national unity and avoidance 
of civil war, and considerable pressure was put on the 
Chinese Government to compromise with the Communists. 
As Mr Acheson puts it: 

Both internal peace and constitutional development 
required that the progress should be rapid from one-party 
government with a large opposition party in armed rebellion, 
to the participation of all parties . . . in a truly national 
system of government. 

Far from trying to perpetuate Kuomintang “ tutelage ” in 
China, and to eliminate the Communists, the Americans 
sought to create a political democracy inclusive of the Com- 
munists. What they failed to realise was that both the two 
contending parties in fact aimed at dictatorial power : neither 
had any real attachment to the concept of parliamentary 
democracy, of which China had never had any experience or 
tradition. The American attempts at mediation were fore- 
doomed to failure, and their only result was to help the 
Communists by putting America into the public role of 
meddler in Chinese internal affairs. The Nationalists strongly 
resented the American pressure to make them come to terms 
with the Communists ; they claimed that the Communists 
had no desire for a settlement.except on their own terms 
and that they merely used the truce period for the purpose 
of building up their strength. 


If the Americans had put into the task of reforming the 
Chinese Government’s civil and military administration a 
fraction of the energy and resolution that they employed in 
trying to hold it back from fighting the Communists, the 
course of events in China might have been very different. 
But while more than willing to assume responsibility for 
composing an irreconcilable feud in a foreign country, the 
United States Government shied away from such interfer- 
ence as might have ensured the application of its economic 
aid to the purposes for which it was intended. 


The explanation of this paradox is to be found in the basic 
American attitude towards China. The Americans did not 
want to be involved in a civil war at all; they wanted to help 
a unified China. In the instructions given to General 
Marshall in December, 1945, President Truman authorised 
him to do all he could to bring about the “ unification of 
China by peaceful, democratic methods” and to impress 
upon all Chinese political leaders that a China “ disunited 
and torn by civil strife” would not be a proper beneficiary of 
American aid, It was only when mediation finally broke 
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down that American policy fell back on SUPPOrt of ty 
Chinese Government in warfare against the Communists » ; 
pis aller, and the reluctance with which help was given pr. 
cluded the measures which might have made it ¢effer: 
The Americans were well aware of the defects oth 
Kuomintang regime. But this knowledge did not Cause then 
to make their aid conditional on reforms ; on the Contrar 
their fear of being too closely identified with one side in ii 
civil war led them to hand out money and supplies yj 
without conditions and to aggravate, instead of Curbing, i 
evils of which they complained. 

The Americans gave plenty of good advice, both in & 
military and economic fields, but it was constantly ignon 
by President Chiang Kai-shek and his army leaders, aj 
was never imposed upon them because the American Goven. 
ment never made the continuation of assistance definith 
dependent on certain decisions being taken. One of the me 
interesting documents in the White Paper is the report m 
the military campaigns by General Barr of the United Stax: 
Advisory Group in China; it leaves no doubt but thy 
acceptance of American advice would have saved tk 
Nationalists from their more serious blunders in stratey 
and operational planning. But General Barr was on 
allowed to give advice on “an informal and confident 
basis ” and was informed in a directive from Mr Marshal 
as Secretary of State in November, 1947:— 

I am, however, not willing that we should accept respe- 
sibility for Chinese strategic plans and operations, | thi 
you will agree that implications of our accepting tx 
responsibility would be very far-reaching and grave w 
that such responsibility is in logic inseparable from authont 
to make it effective. 

As the American Government feared such responsibiliy, 
it reduced itself to the role of pouring hundreds of millon 
of dollars into China while remaining a helpless spectator ¢ 
the uses to which its aid was put. No Robert Hart, not em 
a Ward or Gordon, figured in this vast benefaction, whid, 
despite the will to non-involvement, could not be regandd 
by the Chinese or by the world at large as other than amie 
political intervention. Any assumption of controlling pown 
by Americans in China would no doubt have been irritaty 
to Chinese patriotic sentiment, but it would, if plaith 
directed to measures of reform, have been less unpopilz 
in the long run than aid which merely bolstered up tk 
power, and lined the purses, of a corrupt ruling clique. 


* 


The Kuomintang since VJ Day has remained essential 
such as it had become by the summer of 1944, what 
American Foreign Service observer thus described t 
situation : 

China faces economic collapse. This is causing disinegt 
tion of the army and the government’s administrative app 
atus. . . . The governmental and military structure is bem 
permeated and demoralised from top to bottom by comp 
tion, unprecedented in scale and openness. The i 
and salaried classes, who have suffered the most heavily f# 
inflation, are in danger of liquidation. . . . Peasant me 
ment of the abuses of conscription, tax collection and ot 
arbitrary impositions has been widespread and is growing. 
Economically, the Kuomintang rests on the narrow baeé 
the rural gentry-landlords and militarists, the higher a 
of the government bureaucracy, and merchant bale 
having intimate connections with the government bur@ 
crats. This base has actually contracted during the ¥ 
The Kuomintang no longer commands, as it once did, # 
unequivocal support of China’s industrialists, who, #' 
group have been much weakened economically, and bes 
politically, by the Japanese seizure of the coastal citi 
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Such a regime, emerging from eight years of devasting 
war against a foreign invader, could not, without drastic 
renovation, prevail over the dynamic revolutionary vigour 
and fanatical faith of the Communists. Amid the economic 
and social ruins left by the ebb of the Japanese tidal wave, 
the Communists snatched from the Kuomintang the initiative 
both in strategy and political leadership. Already in 1944 an 
American junior diplomat in China was predicting a Com- 
munist victory and advising that 

we must limit our involvement with the Kuomintang and 

must commence some co-operation with the Communists, 

the force destined to control China, in an effort to influence 
them further into an independent position friendly to the 

United States. 

Had the Chinese Communists, indeed, been merely Chinese 
revolutionaries without any fixed international alignments, 
Washington would not merely have accepted, but might 
even have welcomed, their rise to power. But the lines of 
division in China had been too sharply drawn since the 
Kuomintang-Communist collaboration and subsequent split 
in 1925-27, so that the only alternative to Kuomintang rule 
was a leadership thoroughly indoctrinated with Marxism- 
Leninism, and therefore ideologically committed to the 
theory of the basic world-wide conflict of imperialist and 
anti-imperialist. camps. 

At the end of 1945, when General Marshall was sent to 
China, there was still a lingering faith in Russia’s desire to 
cooperate with the West in a postwar settlement ; there was 
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also much talk, encouraged by the Communists themselves, 
about the Chinese Communists being merely agrarian demo- 
crats, quite different from the Russian comrades. But by 
1947, with the bloc of Soviet satellites in Eastern Europe 
openly organised in blatant hostility to the United States, 
Washington found no good ground for assurance that the 
triumph of Communism in China would have a contrary 
result. The rebellion of Tito indeed renewed the hopes of 
those who advocated a switching of American policy from 
propping up Chiang to seducing Mao. But it was only too 
evident that Tito’s outlawry had been due neither to the 
skill of western diplomacy nor to Tito’s wish to break away 
from the Soviet bloc, but to a Russian heavy-handedness 
which it could not be assumed would be repeated in China. 
In any case the Chinese Communists have so far done every- 
thing possible to assert their solidarity with the Cominform 
against Tito. 


The dilemma for American policy remains. No “ third 
force” has emerged in China, the Kuomintang has shown no 
sign of recovery—though it may still have a considerable 
nuisance value—and the Communists have shown no sign 
of backsliding from their dogmatic anti-Americanism. The 
choice is between supporting last-ditch resistance to the 
Communists in the hope of preventing the consolidation of 
their power, and coming to terms with them in the hope of 
mitigating their hostility. Neither course offers any encour- 
aging prospect in present circumstances. For the time being 
the United States has to write off China as an ally. 


The Nation’s Ill-Health 


HE nation’s health, according to all official reports, is 

better than it has ever been ; yet at the Royal Ordnance 
Factories absence because of sickness has risen phenomenally 
in the last twelve months, and in some cases is four to five 
times higher. For once, nobody is mincing words about 
this rise in absenteeism ; it is put down, quite bluntly, to the 
introduction a year ago of a sick pay scheme whereby, for 
the first three months of their illness, the employees have 
made up to them the difference between their national insur- 
ance benefits and their basic wages. It is quite refreshing 
that nobody is pretending that there is no connection 
between the two—indeed, Mr Jack Jones, Parliamentary 
Secretary to the Ministry of Supply, has gone so far as to 
lk of malingering. 
This is not the first time that a rise in sickness absence 
since the introduction of social security on July 5, 1948, has 
caused concern. The Ministry of Fuel and Power’s weekly 
statistics show that “ involuntary absenteeism ” among mine- 
workers has been on a consistently higher level this year 
than in the corresponding period of 1948. The fact that 
absenteeism in the last week or two has regained 
its former lead over involuntary absenteeism only means that 
total absenteeism is higher than ever. What is certain is that 
‘ince the introduction of higher sickness benefits on July 5, 
1948, sickness absence has risen—not so phenomenally as in 
the Royal Ordnance Factories, simply because the miners are 
Mot $0 fortunate as to be given sick pay as well. 


There should be nothing surprising about a rise in sickness 
tbventeeism since July sth last year. The Government 
based his estimate of the cost of social security on 

the likelihood of a rise of 12} per cent in sickness rates over 
those that formed the basis of the former national health 
scheme, But although the rise, if it does not 


exceed 12} per cent on the average, will consequently throw 
no unexpected strain on the social security budget, it may well 
have very serious effects on the national economy, for it is 
often accompanied, as in the coal mines, by a fall in pro- 
ductivity among those who remain at work. At a time when 
national recovery depends on a reduction in costs, in other 
words primarily on a rise in output per £ paid out in labour 
costs, a rise in sickness absence, which increases costs, cannot 
be regarded with equanimity. 


It ought to be pointed out, however, that there is a long- 
term factor which adversely affects sickness rates, and that 
is the ageing of the population. The Chief Medical Officer 
of the General Post Office has attributed the high sickness 
rate among postmen since the war, as compared with before 
the war, to their much higher average age. Similarly, in the 
Metropolitan Police Force where the sickness rate was 4.45 
per cent in 1948, compared with 2.66 per cent in 1938, the 
rise is attributed to the increase in the average age of the 
force and to the big increase in the number of men aged 
over 40. An ageing population is almost inevitably bound 
to have a rising sickness rate. What one must hope for is 
that it will be offset by a fall in voluntary absenteeism because 
of the greater conscientiousness and sense of responsibility 
which employers tend to find among their older workers. 


Such statistics as exist do not show that over the country 
as a whole there has been an appreciable increase in sick- 
ness rates that can be solely ascribed to the introduction of 
social security. The survey of sickness carried out by the 
Social Survey each calendar month has now been published 
for the period covering the first six months of the social 
security scheme. The number of people who reported having 
been ill in the latter part of last year was virtually the same 
as in each of the two previous years, nor was there any 
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significant change in the prevalence of illness, that is, in 
the number of illnesses and injuries suffered per hundred 
persons interviewed. On the other hand, the monthly in- 
capacity rates, that is, the number of days away from work 
on account of illness or, for those who do not work, the 
number of days they are confined to home (per hundred 
persons interviewed), do show a rise for all adults in the 
last two quarters of 1948 compared with 1947. But it is 
important to realise, as is clear from the accompanying table, 
that much of it is accounted for by the retired section of the 
population. The men of working age showed a much smaller 
rise, and compared with 1946 their incapacity rate was 
actually lower. 


MONTHLY INCAPACITY RATES 


65+ 





| Ages 








1946 :— 
- Oct.-Dec 114 86 132 122 | 102 
1947 :— | 
July-Sept 67 54 92 103 | 3 65 
Oct.-Dec. | 97 84 165 163 |} 100 
1948 : | 
July-Sept.| 78 68 102 184 84 
Oct.-Dec. ; 100 105 183 344 | 126 
1948 as per | ) 
cent 0 } 
1947 :- 
July-Sept. | 16 | 12 | 411 179 | 129 
Oct.-Dec. | 103 | 125 | M1 | 211 | 126 
} | 
1948 as per | 
cent of 
1946 :- | - 
Gct.-Dec.| 88 122 139 282 124 
i 


These figures do not provide any evidence of a general 
decline in national morale or deterioration in stamina. There 
is no reason to believe that people as a whole are behaving 
irresponsibly and taking days off work for reasons of ill-health 
too easily. But even if only a small minority behaves like 
that—as the story of the Royal Ordnance Factories leads one 
to believe is the case—it may have much greater repercussions 
than appears in statistics of sickness rates, first, because of 
the effect on the productivity of those that remain at work 
and, secondly, because it may become infectious, 


x 


It is as well to distinguish between different forms of what 
can perhaps be called “ benefititis.” Malingering—that is, 
the deliberate feigning of symptoms—is very rare, and, in 
spite of Mr Jack Jones’s accusations, the number who can 
obtain medical certificates to back them up is rarer still. 
Scrimshanking—that is, the deliberate exaggeration of a defi- 
nite symptom such as a headache or a cough or “ my catarrh, 
doctor ””—is much more common, and it probably accounts 
for most of the trouble at the Royal Ordnance Factories. 
Scrimshanking, however, may shade off—the boundary line is 
not clear—into the unconscious or only partly conscious ex- 
aggeration and prolongation of symptoms because of the 
sickness benefits or sick pay the person is receiving while he 
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has them. Obviously, if a man has only his sickness benefit of 
26s. a week to support him, he is not likely to prolong his 
symptoms indefinitely. But take a man who has 
dermatitis from his work and is consequently drawing wor. 
men’s compensation of, say, 358. a week plus national insy. 
ance of 26s. plus an allowance for his dependants. Is ther 
not every incentive for him to remain at home and Jog 
after the house while his wife goes out and by part-tim 
work earns enough to keep the family income at what it was, 
through much greater effort, before he became ill ? Howcay 
his dermatitis possibly get better in those circumstances ? 
It is true that workmen’s compensation cases will 

disappear. Since July 5, 1948, workers contracting ap 
injury or disease arising out of their employment are paid 
disablement benefit after 26 weeks which, as under the wy 
pensions scheme, is paid whether he is subsequently able » 
resume his work or not. The concealed fear—“ if I go bak 
to work I lose my pension ”—will thus be eliminated. More. 
over, the rate of disablement benefit, again like war pensions 
is based on the degree of disablement, which is assessed by 
a medical board and is subject to review from time to tim 
The board thus has a chance gradually to reduce the asses. 
ment of disability from, say, 100 per cent to 20 per cent with 
a corresponding increase in the incentive to return to work 


* 


It is not, however, the prolongation of illness over a long 
period that is so potentially a menace as scrimshanking for 
odd periods of a week or so. Wages are high enough and 
the rate of sickness benefit is high enough for most worker 
to be able to do this without suffering much financial los 
even when they do not have their pay made up to them 
But what makes some men act like this and not others is 
mysterious as what makes some workers strike and mt 
others. After all, the Civil Service, banks, insurance com 
panies and the Post Office, as well as many private employer, 
have for years had schemes of full pay for sickness, and ualik 
-the workers in the Royal Ordnance Factories, their employes 
have not—apparently—taken advantage of it. Loosely, th 
determining factor may be called morale, but the Chie 
Medical Officer of the Post Office described it more fullys 
year ago in the monthly bulletin of the Ministry of Health: 

If a man is happy at a job, has a team spirit with his 
mates, a good sense of service to his department and th 
community, he works off many of his ailments and is usualy 
none the worse for it in health or happiness. On the ote 
hand, if he loathes the sight of a dingy office ; doesn't gt 
on with his mates; hates his overseer’s face ; misguided) 
lacks a sense of service to his department and the com 
munity, or just can’t adjust himself to the essential disciplines 
in a public service, he escapes into sick absence at tk 
slightest provocation. 

Workers in the Royal Ordnance Factories evidently belo 
to this second category. So do groups of workers in othe 
industries. There is not the slightest reason to think tht 
their numbers are increasing, but what has happened is thi 
the higher insurance benefits have given them the cham 
to show themselves. It is far less easy, however, to think 
a cure than to state the diagnosis. Stricter medical 
tion would obviously help ; but it is not easy to enfott 
for a patient, refused a certificate, can change his doctor # 
will. Pep talks by Parliamentary Secretaries are not tkel 
to have much effect. The only effective means of ' 
people from escaping into sick absence is through ti 
pockets, but this cannot be done without causing hardship # 
genuine cases. In short, the scrimshanker is “04 
more burden that the welfare state has to carry along with 
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NOTES OF 


The first debates at Strasbourg have thrown light on the 
political mood of western Europe and it is remarkably uniform, 
from country to country and from party to party. Most dele- 
gates are aware that the scale of organisation and scope for 
action offered by purely national government are no longer 
adequate to meet the economic and strategic problems of 
postwar Europe. Most are conscious of the need for pooling 
some of their activities. Most feel that the old cultural and 
moral unity of Europe offers a possible political framework 
within which common ends can be realised. But after that 
all is confusion. As an article from Strasbourg on page 410 
points out, the divisions in method—between planners and 
anti-planners, between federalists and functionalists—are acute. 
However widespread the feeling that progress towards unity 
should be made, a similar unanimity on method is noticeably 
absent. 

Nevertheless, the three chief British delegates, Mr Morrison, 
Mr Churchill and Lord Layton may, in their first speeches in 
the debate on “ necessary changes in the political structure of 
Europe,” have laid the foundations of a common approach. 
Each of them, in speeches which were otherwise diverse enough, 
put their emphasis upon a cautious advance towards greater 
union, and each warned the Assembly against the danger of 
believing that an unrepresentative body such as theirs could 
cael national parliaments. “We must not,” said Mr 
Churchill, “on our present electoral basis attempt to challenge 
the powers belonging to duly constituted national parliaments 
founded on universal suffrage.” What, then, could be done ? 
The three delegates put forward various suggestions—that 
where agreement could be secured in the Assembly, specific 
proposals should be referred back to national governments, 
that all kinds of functional co-operation should be examined 
and recommended and—which is probably at this stage the 


THE WEEK 


having allowed any strikers who happen to belong to powerful 
trade unions to ignore the law for several years, to start 
threatening the small and unrecognised Colliery Winders’ 
Federation that if its members struck in an attempt to enforce 
their claim for recognition they would be breaking the law, 
and (by implication) that they would be prosecuted. 

Whether the threat has succeeded in preventing (or post- 
poning) a strike in all districts is still uncertain. After pro- 
tracted meetings at the Ministry of Labour on Monday and 
Tuesday a majority of the committee of the Winders’ Federa- 
tion was apparently induced to vote in favour of withdrawing 
last week’s recommendation to strike, but there is some doubt 
to what extent this decision will be accepted, particularly in 
Yorkshire and Lancashire. But even if the pit-winders do decide 
to stay at work for the moment, it is hard to see what has been 
gained by the Ministry’s threat of legal sanctions. Are 
grievances removed by telling men that they will be fined or 
sent to prison unless they stop feeling aggrieved ? It would 
be improper to speculate on the findings of the National Arbi- 
tration Tribunal which will eventually consider the winders’ 
claim, but one can say that the atmosphere in which the claim 
has been sent to arbitration makes it unlikely for the most 
reasonable of settlements to seem reasonable to the parties 
concerned. 

+ * * 


Arbitration and the Railway Dispute 


The anomalies of the wartime Arbitration Order are at 
the back of the row between the National Union of Railway- 
men and the engineering unions over railway shopmen. 
This dispute is a new outbreak of the old conflict between 
industrial trade unionism and craft unions, and it can 
be settled only by the unions themselves. If outside 
help is needed, it should properly come from the Disputes 





most important proposal—that a committee should examine | Committee of the TUC, which exists to try to settle inter-union 


nd unlike the various possibilities of European federation or union, and wrangles. The squabble is not one in which the Government ) 
mployess report back to the Assembly on what cach policy would entail. _ should take sides, and yet for the Ministry of Labour to inter- B 
ysely, the The truth is that a majority of the delegates want “unity,” | vene without appearing to take sides is difficult. The Ministry i 
ne Chie! yet an equal majority are not prepared to consider unequivocal has been dragged in because the NUR has invoked the Arbi- 2 
e fully sacrifices of sovereignty. It should be the task of the com- tration Order, which compels the Minister of Labour to take i; 
Health: mittee to compel the Assembly to look the real decisions in the action once a dispute has been tormally reported to him. Hi 
A face. Only then can anything more decisive than sentiment | Caught between two powerful pressure groups, Mr Isaacs Pi 
with his aad enthusiasm—both evanescent—emerge from its debates. has seemed to vacillate between trying to placate the NUR and ; i 
and the trying to appease the engineering unions in a fashion that has, ¥ 
is usualy * * * in fact, pleased neither, and has not added to the prestige of at 
the = his department. | ) 
oesn t get r . In April, when the Ministry was complaining that the ; 
isguided!y “Let’s Pretend ” in Labour Relations London stevedores were breaking the law by their strike over ‘ 
the cose Two, at least, of the current unresolved industrial disputes the right of aged dockers to remain at work, it issued | 
discipline draw attention to the anomalous way in which the National an official statement justifying the Order which made 
ce at tht itration Order clings to life. It is sheer pretence for the the strike illegal on the ground that it “had been retained 
Ministry of Labour to go on claiming that the Order, made since the war by the desire of the TUC General Council.” If 
tly belong under the Defence Regulations to meet the special circumstances this be, in fact, the Ministry’s main reason for keeping the 
5 in other of 1940, has much bearing on industrial relations today. The Order in force it raises an important question: with whom does 
hink that makes strikes illegal, and purports to enforce the accept- responsibility rest for these statutory Orders that control our 
ed is thet ance of compulsory arbitration as an alternative. But arbitra- — lives—with the Government and Parliament or with the General 
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ton really becomes meaningless unless there is genuine readi- 
tess to abide by its findings, and such goodwill is essentially 
3 it cannot be imposed. The National Union of 
obeyed the letter of the law by “accepting” the 

findings of an arbitration tribunal on its original claim for a 
flat-rate wage increase of 128. 6d. a week, but showed complete 
ntempt for its spirit by instantly submitting a new claim rather 
lager than the one it had just failed to establish. The colliery 
winders’ quarrel, nominally with the Coal Board, but in fact 
with the National Union of Mineworkers, is simply the latest 
.* series of disputes which have been bringing the 
“cvities Of the Ministry of Labour more and more into dis- 
It was, to say the least, undignified of Mr Isaacs, 





Council of the TUC ? It is true that a majority of the General 
Council has been unwilling to see the Order repealed, but its 
reasons are not necessarily good. The big general workers’ 
unions have found the Order useful in forcing disputes to 
arbitration in badly-organised trades where there is no effective 
employers’ association prepared to negotiate, and it may be that 
the leaders of some unions are not sorry to be able to wash 
their hands of “ unofficial” strikes and to throw their troubles 
into the lap of the Ministry of Labour. But should trade 
union leaders be able to evade their responsibilities in this way ? 
Whether a strike be technically “unofficial” or “ official,” 
“legal” or “illegal,” it remains a strike, and no amount of 
pretence will stop it. 
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Moreover, it 1s not the function of the Government to 
run industry, and if trade union leaders—or..employers— 
can fly to the Ministry of Labour at the first hint of trouble, 
the common sense which has, on the whole, enabled 
Britain to enjoy long periods of fairly happy labour relations 





" “9 in the past may tend to die out. If there is a case for com- 
2 a. ‘ pulsory arbitration in industrial disputes the Government should 
3 ask Parliament to embody it in permanent legislation. Its 
% 


implications could then be debated and pecple would know 
just where they stood. There is nothing to be said in 1949 for 
trying to govern the relations between employers and work- 
people by the Defence Regulations. “ 
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The End of Marshal Zaim 


Twice in four months the Syrians have passively watched 
the removal by armed force of their chosen leaders and have as 
passively accepted a new regime on the grounds that it cannot 
be worse than the last. In the small hours of August 14th 
Marshal Hosni Zaim, their dictator since March 3oth, was 
arrested by a group of army cfficers under a Colonel Sami 
Hinnawi, was summarily tried, and then shot. His prime 

ise minister was shot with him. Within twenty-four hours, Colonel 
Hinnawi was back in barracks, his “ sacred national mission ” 
ended, and an elder statesman had formed a new cabinet on 
a party basis. Hashem Atassi, the new premier, was president 
of the republic from 1936 to 1940; but he is 84, and must be 
regarded as something of a figurehead. His cabinet, however, 
includes some experienced men. Khaled el Azm, the painstaking 
premier whom Zaim ousted in March, is his Finance Minister ; 
his Foreign Minister was Syria’s minister in Washington ; and 
a competent former Mayor of Aleppo has gone to the Ministry 
of Public Works. The team also includes some young politicians 
who have no experience of administration. But it is broadly 
based in terms of Syria’s rival towns and rival parties. For 
the first time, it shows a preponderance of men from Aleppo 
over men from Damascus. 
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: Now that Zaim is dead, his weak points are all coming to 
‘ light. Power went to his head. It bred overconfidence. He 
tried to do everything himself. Only second rate men, therefore, 
. stuck to him. He heard no good advice. He was too sure 
.2 4 of his capacity as an economist and financier ; he removed his 
' enemies with indignity, and prominent men did not know 
where they stood; he never saw the importance of winning 
people’s personal support ; finally, he was unwise enough to 
eee make some appointments which alienated the army. But 
aay it would be well to remember that, offsetting all this, he 
ls performed one or two services of value. The greatest was to 
show a capacity for hustle and to clinch some economic nego- 
tiations that can make a great difference to Syria’s balance of 
payments and that had been hanging fire for months. 
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eee On April 2oth he ratified the financial agreement with France 
PERD that afforded some backing to the then unbacked Syrian pound. 

t He ratified Khaled el Azm’s agreement to give wayleave to 
the American Trans-Aradian Pipeline (TAPline) from Saudi 
Arabia to Lebanon. He signed and ratified similarly profitable 
agreements with Middle Eastern Pipelines (MEPline) working 
on behalf of Anglo-Jranian, and with Maritime Refincries 
Limited for the construction of refineries within Syria. Last, 
but not least, he conceded enough points to reach on July 8th a 
long overdue economic agreement with the Lebanon. For lack 
of this both countries had for months been suffering a needless 
degree of commercial and financial stagnation. 
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died Rabanne 


* * * 


Syria’s Finances 
It is to be hoped that Zaim’s successors will not find it 


necessary to express their distaste for his ways by undoing his 
economic reforms. Syria badly needs such revenue as it can 
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THE 
collect from transit traffic in oil, and from steadier trade y: 
the pri ket for its prod hich i wa rather 
prime market for its preduce, which is Lebanon, Is 
finances are in low water. Its revenue, 65 per cent of whig tion wh 
is derived from indirect taxation, has fallen off for lack g ing. ¢ 
collection. The unbalance of its foreign trade has Colom! 
increased alarmingly, as the following figures for Syria and belief 
Lebanon’s joint foreign trade illustrate: with t 
The | 
Semel a ll 
Metric Tons of the J 
——$ $$ regi on int 
1948 | 1947 | 199-4 decision 
—+| pee ranean, 
} 123,708 1 wee 
Oimt CZPOTtS . 0... wvcccccccscccsccecccres . 48,018 Malt 
ne MANNED’. . fad) s Wiad. coves. cckteae 758,335 | 414.057 | SIE7 Or 
Govern 
* Includes some goods imported by philanthropic organisations for Arab cefuges, a vivid 
Its prices are too high to permit of sales in a buyers’ market: par 
it has been selling its wheat surplus at a figure that does ag remedy 
cover the cost of collection and of administering its whe, war Mz 
office. Its bill for armaments is out of all proportion to jx war dat 
present means ; in two successive years its Ministry of Defeng Kingdo 
has borrowed from the allocation to the Ministry of Pubk of reve 
Works. It talks bravely, with every fresh change of Goven. lol 
ment, of cutting its expenditure but takes few or no steps » island’s 
increase local revenue other than extorting capital contribution 
earmarked for army use—a practice tried by Zaim. ae 
Zaim had proffered the nation some grandoise schemes fy a very § 
public works which could, given time, have brought greater be done 
ever Sec 
set Up, | 
increasit 
If the 
that firs 
provide 
then the 
either p 
applicat 
doubt li 
in that 
esesee Approximote limits of 
Mocedonion Notionolist Conte 
, ; ont ie An 
prosperity to the Syrian farmer: irrigation on the Oronte, Comma 
Euphrates and Khabur rivers ; creation of a national railw fulfilling 
link with the two latter ; and—more questionable, this—creatiee oublic f 
at Latakia of a Syrian port good enough to rival Beirut. Bu tetas 
he had not said where the funds for these plans were tk bodily 
found. If his successors entertain the same ideas—and thee satutor 
are basically sound—they had best take note of two facts. Th ~and is 
first is that such schemes will cost not only every penny the: ordinary 
can earn from all available oil companies, but vast sums we the } 
The second is that these latter, which must be borrowed, Wi function 
be lent only to a cabinet that can prove that it can mun! the Me 
reasonably good administration. mittee a 
the cory 
* * * Devel 
— whose 
Mr Mintoff Tries Shock Tactics schemes 
The dramatic resignation of Mr Mintoff, the Malte 3% *counr 
deputy Prime Minister, while in London on a mission 10 9% "orma 
British Government, should make it easier to come 10.9% Bi live be 
agreement on measures to alleviate Malta’s economic pi into, 
Mr Mintoff’s attempt to bounce the British Government #* Exper 
speedy action could not fail to have the opposite effect. Mat Stoundr 
over he represented the extreme left wing in Malta’s an Strength 
Cabinet, and his anxiety that the ambitious programm? BP these ye 
social services to which his Government is committed shout TE thowig 
not be jeopardised by the present emergency led him to pa *emi-ing 
too much emphasis on immediate short-term financial beh HRP undout 
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rather than onthe long-term measures of economic rehabilita- 
tion which are essential if Malta is ever to become self-support- 
“4 Qthet members of the Maltese’ Cabinet, especially Dr 
a ‘the Finance Minister, have made no secret of their 
belief that Malta cannot yet afford all the luxiiries associated 
with the modern welfare state. 

immediate reasons for the talks between representatives 
of the British and Maltese Governments which have been going 
on intermittently for several weeks, were the Admiralty’s 
decision, in view of its reduced commitments in the Mediter- 
ranean, to dismiss 1,200 of its employees in the Maltese dock- 
yards and the cessation last March of the British contribution 
to Malta’s food subsidies. The dismay with which the Maltese 
Government greeted the dismissal of the dockworkers throws 
a vivid light on the instability of the island’s economy. But 
neither the reinstatement of the twelve hundred nor the 
renewal of the food subsidies would provide any permanent 
remedy for the present situation. Ever since the end of the 
war Malta has been struggling not only to repair the colossal 
war damage which it suffered (to the cost of which the United 
Kingdom is contributing £30 million) but also to find means 
of reversing its permanently adverse trade balance and of 
employing its rapidly increasing population—tasks which the 
island’s almost complete lack of economic resources is render- 
ing exceptionally difficult. Malta will, in fact, never be able 
to stand properly on its feet until it is possible to organise 
avery greatly increased flow of emigration, But much could 
be done if long-term capital were available to finance what- 
ever secondary industries it may be possibie and profitable to 
set up, and if some means could be worked out of freeing and 
increasing the island’s trade. 

If the Maltese Government gives evidence of its realisation 
that first things must come first, and that it is its duty to 
provide and exact work before it extends social services, 
then there is every reason why the British Government should 
tither provide some assistance itself or should sponsor Malta’s 
application for a share of Marshall aid. The British will no 
doubt listen with all the more sympathy to Malta’s difficulties 
in that they are a sort of microcosm of Britain’s own plight. 


Control of the Purse 


An important principle is raised in the third report of the 
Committee of Public Accounts for the present session. In 
tulfillnng its function as a Parliamentary watchdog over the 
public finances, the committee is concerned at the large amounts 
that are voted each year for independent or semi-independent 
bodies whose expenditure is in some cases not covered by 
Statutory authority—other than the annual Appropriation Act 
~tad is not subject to strict auditing as is the expenditure of 

Government Departments. Examples of such bcdies 
we the Department of Scientific and Industrial Research, whose 
functions the Treasury agrees should be embcdied in a statute, 
the Medical Research Council, the National Savings Com- 
mittee and the University Grants Committee. Then there are 
the corporations—the New Towns Corporations, the Colonial 

t Corporation and the Overseas Food Corporation 
functions are covered by statute and whose capital 
themes have to have prior Ministerial approval but whose 
*counts and Statements of advances are singularly lacking in 

tion of the purposes for which particular advances 
an mem made and the commitments that have been entered 


Experience of the lavish expenditure on the East African 
ut scheme by the Overseas Food Corporation 
these the committee’s pleas for stricter accounting of 
whould bodies, and there seems no reason why this 
not be possible without the corporations losing their 

ent status. On the other hand, the Treasury is 
MMdoubtedly right in insisting that nothing would be gained, 
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and a great deal might be lost, by converting the National 
Savings Committee and the University Grants Committee, 
particularly the latter, into statutory bodies. The neéd to 
maintain university autonomy clearly justifies a “departure 
from the normal rule regarding statutory authority for con- 
tinuing services.” 

Yet it is as well that the committee should raise the point, 
for expenditure on these non-statutory bodies, and the number 
of the bodies themselves, are growing year by year. The 
grants-in-aid to universities and colleges are estimated at 
£17,564,000 in the current year, compared with £6,250,000 in 
1946-47. The College of Aeronautics, the Medical Research 
Council, the Arts Council, the Council for Industrial Design 
are other examples of independent bodies whose grants con- 
tinue to rise. In each case there is a strong argument for 
maintaining their independence, but if the number and amount 
of grants in aid continue to rise, as they have since the war, 
it should be realised that eventually there will be a considerable 
amount of public expenditure that is not subject to strict 
Treasury control. The committee’s recommendations for 
enabling its own scrutiny of their expenditure to be more 
effective ought therefore to be given careful consideration. 


* * * 


Land Board’s First Report 


The first annual report of the Central Land Board for the 
year ended March 31, 1949, reviews some of the Board’s diffi- 
culties in operating the financial provisions of the Town and 
Country Planning Act. It is important for the Act’s success 
that all land should change hands at its value for existing use, 
without the element of development value which is now deemed 
to belong to the state and which is removed by the Board 
in the form of a development charge. The Board has found, 
however, that most transactions in land have continued to take 
place at prices much higher than “ existing use” value—thus 
inflating the cost of building—although the report indicates 
that “latterly there has been some improvement.” The Board 
is trying to influence the market by using its powers of com- 
pulsory purchase, and three compulsory purchase orders have 
since been made ; but the effect of such intervention is neces- 
sarily limited. This part of the Planning Act is still working 
in an unsatisfactory manner, and amending legislation may 
prove unavoidable. 


The complementary part of the Board’s work consists in 
dealing with claims for compensation for loss of development 
value, which are to be met out of a £300 million fund put aside 
by the Government. The Board has experienced considerable 
difficulty in getting owners, especially owners of single plots, 
to put in their claims, which had to be submitted by June 3oth. 
The Board recently announced that altogether 935,000 claims 
had been filed by that date, but as many as 780,000 came in 
the last month before the closing date. Many of these claims 
have been put in provisionally, and will later be withdrawn or 
dismissed ; but the fairly high total shows that the Board’s 
intensive publicity has had its effect, and most legitimate 
claimants have filed their claims. It will now take three years 
to sort out and value the claims, and to submit disputed claims 
to arbitration. Actual payment will not be forthcoming until 
1953. This delay, unavoidable as it is, is embarrassing to some 
owners. They can find some comfort in the likelihood that 
compensation will be paid on a more adequate scale than was 
originally expected. 


* x x 


End of the Australian Coal Strike 

Australian coal miners resumed work on Monday after a 
strike lasting for seven weeks. The ban on power for industry 
has been lifted, and the great number of industrial workers 
who were forcibly unemployed by the strike have returned 
to their factories. Moreover, reports from Australia indicate 
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that the miners are willing to reverse their policy of the past 
fifteen years and to allow all states to build up reserves of 
coal. 


The rejection by the miners themselves of the plans of 
their Communist leaders is a welcome sign of good sense 
among the rank and file of Australian labour. It is difficult 
to say to what extent this is due to the uncompromising stand 
of the Federal Government or whether it was brought about 
by the overwhelming opposition of the Australian public as 
a whole. The strike was irresponsible from the start, and 
there was never any justification for throwing several hundred 
thousand other workers out of work as well. But if a repetition 
of the strike is to be avoided, the Federal Government would 
do well to overhaul the legislation controlling trade union 
ballots and so eliminate the gerrymandering at which Com- 
munists excel. 


The link between Communism in Australia and the strategy 
of world Communism was emphasised in an article in the 
Cominform Fournal of August 1st. Written by Mr R. Dixon, 
the chairman of the Australian Communist Party, the article 
reveals that the strike was deliberately promoted in order to 
weaken the Australian economy at a time of crisis and in order 
to prevent “ preparations for war.” The article clashes oddly 
with the humble pie which the five Communist officials of 
the Miners’ Federation are now eating in an attempt to secure 
their carly release from prison where they were sent for con- 
tempt of court. 


x x * 


Belgian Government at Last 


After an interregnum of fifty-one days, Belgium has a 
Government again. After a prolonged effort to secure agree- 
ment between the three parties—Catholics, Socialists and 
Liberals—on the return of the King, the attempt at compromise 
was abandoned. All were agreed on a popular consultation, 
but the Socialists wished to ensure that the King would abdicate 
if less than two-thirds voted for his return. This the Catholics 
could not accept, and the effort to form a tripartite government 
came to an end. The Catholics and the Liberals then formed 
a coalition under M. Eyskens, the Finance Minister in the 
eutgoing Spaak Cabinet. 


It had been expected that this new team, representing very 
strongly the business interests of Belgium, would take quick 
steps to abolish what remain of economic controls and sub- 
sidies in Belgium. But this may not, after all, be the Govern- 
ment’s strategy. In its first statement of policy, it talked only 
of submitting all controls to a thorough review ; meanwhile, a 
higher priority appears to be given to steps designed to revise 
the deflationary policy of the last eighteen months. There is 
talk of relaxing high interest rates, the Extraordinary Budget is 
to be increased in order to make funds available for combating 
unemployment, housing is to be tackled more vigorously and 
at last more will be done for war-damaged communities. 
Private saving, it is hoped, will be stimulated both by lower 
interest rates and reduced taxation. All in all, there are signs 
that Belgium’s version of austerity will be somewhat mitigated 
by the new team. 


It is this rather unexpected twist of policy that has led many 
observers to ask whether the Catholics are preparing not for 
a long-term attack upon Belgium’s economic problems, but 
for a short-term preparation for fresh elections. The settlement 
of the Royal question remains the first item on their agenda. 
They cannot settle it to their own satisfaction until they have 
a majority in both houses. This they already enjoy in the 
Senate, but they lack it by two seats in the Chamber. Their 
leaders may now argue that fresh elections, conducted after 
some months of economic expansion, might tip the balance in 
their favour. Possibly they are right. Certainly, however, it 
would take more than a little mild inflation to make King 
Leopold what a constitutional monarch must be—a universally 
revered figure, standing above all party strife. 
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Help for Berlin 


When the lights went up in the western Sectors of Bern 
and the railways began to run and the lorries to MOVE, & mooj 
of triumph buoyed up its people, coupled with the belief thy: 
better days were on the way. The months have Passed an 
today the optimism is evaporating. Light and food and ox) 
may be back. What is lacking now is the money to buy then 
and the work with which to earn the money. 


During the blockade, industry in western Berlin was drasic. 
ally interrupted. Established markets were lost. Many fim; 
moved out, taking their equipment with them. Now the 
attempt to recover lost trade meets stiff competition from @. 
western zones and faces the growing world-wide buyer’ 
market. Currency differences between the sectors handics 
many trades and services. The Soviet mark is worth oy 
quarter to one-fifth the western mark and rent, labour, ay 
some prices tend to be lower in the Soviet sector. As 4 
some activities have been moved out of the western Secton 
and some people are shoppinz in the Soviet shops. Ay 
behind the stagnation in trade lies the old problem thy 
Berlin was built as the administrative capital of a big Red 
and is still, in spite of the reduction of population caused } 
the war, the home of many redundant state employes 
Altogether of the 2,000,000 people living in the western sector, 
about 30 per cent are without work, 


This weight of unemployed and unproductive citizens 
inevitably increases the expenses of the municipal authorities. 
During the airlift, the budget deficit was covered by subsidies 
from the western zones, but now the Military Governors hax 
insisted on a reduction in the city budget and a proposed defici 
of 600 million marks on a budget of 1,719 million has ber 
reduced to 250 million. This cut, however, involves the dis 
missal of more employees and what is gained on the budgt 
may be lost again through increased doles. 


In these conditions, the Berlin authorities have vy 
naturally turned to the western powers and to the Germans x 
Bonn for more help. The German government they as 1 
maintain ministries in Berlin both to assert its westem 
character and to absorb some of its surplus bureaucracy ; the 
also ask for more orders for Berlin firms and continued 
financial subsidies. The Allied authorities they ask fe 
Marshal] aid. Mr McCloy is clearly ready to listen to thi 
plea and, as a first instalment, §5 million marks are to be mak 
available for the Berlin power station, partly in dollars a 
partly in marks from the counterpart fund. 


* * * 


The Hospitable Government 


The Select Committee on the Estimates has chosen fa 
its ninth report the expenditure on government hospitality a 
official entertainment. There are three ways in which the a 
payers’ money is employed to enable public servants to full 
the role of mine host, through the Government i 
Fund, through separate entertainment funds of the Civil De 
partments, and through the entertainment allowances wa 
tionally granted to certain ranks and positions in the Am 
Forces. The Departmental Funds are a postwar innovalt 
accounting for about £24,000, to enable civil servants to oft 
those with whom they do business some modest entertainmel: 
In view of the striking disparity in perquisites as betw? 
the modern civil servant and the modern business man 
seems reasonable. 


The Government Hospitality Fund, on the other hand, da 
back to 1908, but its expense has multiplied nearly tenfold # 
the last ten years. Before the war £12,000 a year was 0 
sidered a reasonable appropriation except in a festival %# 
such as the Coronation of 1937 ; for 1949-50 the estim#lt’ 
£110,000. This is attributable both to a much larger sub! 
of official visitors and to greatly increased costs. The fist 
international population of conference delegates hat: 2 
doubled the numbers of His Majesty’s Government's 0 
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ts, and the cost of a reception has risen from 4s. 4d. a 
head in 1938 to 16s. 6d. today. In addition, the Government, 
with a sudden emergency in 1948, decided to convert 

a block of Mayfair flats which it held under requisition into 
an official hotel, managed by a catering firm on a cost-plus 
basis, where on a correct calculation, including overhead costs 
hefore amortization, it spends £18 §s. 3d. per night on a guest. 


The main point that emerges is not that the Government is 
extravagant in the total amount it spends on entertaining 
although when the inevitable reduction in government ex- 
penditure comes, entertainment expenditure must obviously 
be drastically reduced) as that it gets very poor value for 
money. The money spent did not go on bals masqués or 
fétes ‘champétres but on extremely humdrum functions. 
British taxpayers may draw some satisfaction from the 
Committee’s assurance that the proportion of British 
guests at official parties “is lower than before the war, 
and that there is no longer in use a list of persons who might 
be invited to fill up a party.” (This must elucidate a mystery 
that has long puzzled the recipients of hastily delivered paste- 
board cards.) But no habitué of official functions can readily 
believe that by sipping a weak Martini or grasping a flabby 
canape he or the foreign guests have got 16s. 6d. worth of 
entertainment—nor that even the most pleasure-loving of 
bilateral bargainers has had eighteen pounds’ worth out of the 
government hotel. The Government, it would seem, is as 
much the victim of the Catering Wages Act as anyone else. 


* * * 


IATA Anniversary 


Next week fall the thirtieth anniversaries of two significant, 
although not very exciting, events. On August 25, 1919, the 
first British civil air line began to operate. On the same day, 
as representatives of the six international air lines then in 
existence, twelve men met at The Hague to found the Inter- 
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national Afr Transport Association “ with a view to co-operate 
to mutual advantage in preparing and organising international 
air traffic.” There will be another meeting of IATA at The 
Hague next month, but instead of six companies, sixty-four 
will be represented as members and six as associates. The 
development of the Association to its present size and influence 
is a history in miniature of civil aviation. 


Unlike many international organisations, IATA is private, 
practical and non-political. Its public and official counterpart 
between the wars was the International Commission for Air 
Navigation, established by the Paris Convention of 1919 as a 
subordinate body of the League of Nations, and now continued 
as the International Civil Aviation Organisation, a specialised 
agency of the United Nations. Both ICAO and IATA have 
functions which are roughly parallel, but it is with the less 
grandiose matter of common organisation that IATA has been 
most successful. Agreement on complicated and conflicting 
legal liabilities incurred by companies operating in many 
countries, technical standardisation—the first such rule adopted 
was that throttle controls should be so arranged that a given 
movement always produced the same result—the creation of a 
common operating procedure, all these were steps on the road 
to later and more extensive measures. Of postwar develop- 
ments the most important are the production of a standard 
rules tariff of worldwide application, a uniform system of 
form-filling which will greatly simplify the paper work which 
clutters up air travel, and the establishment over two years 
ago of the IATA clearing house in London. The turnover of 
the clearing house was nearly $124 million last year, compared 
with some $52 million in 1947 ; and it handled $75 million in 
the first six months of 1949. 


It is, of course, a pity that none of the Russian or eastern 
European air lines are members of IATA; but if they were, 
it would be difficult to imagine the organisation making the 
progress it has. And if this progress cannot guarantee to all 
airlines the commercial profits that so few make, that is not 
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IATA’s fault. The Association can at least pride itself on 
the example it has consistently provided of the solution of 
international problems by tackling points of detail until they 
grow into a complete code of common procedure. 


a * a 


“ Britain in the Pillory ” 


A leading article last week included three tables designed 
to compare the postwar performance of British recovery with 
that of the other nations of western Europe and thereby to 
rebut the accusation that British failures are dragging down 
the Marshal] Plan. To complete the story another set of figures 
can be given comparing Marshall aid received with the need 
for it, as measured either by the imports of the receiving 
countries or by their populations. The first table below shows 
this calculation on a strict dollar basis—that is, comparing 
dollars received with purchases from the dollar area. (Statistical 
exigencies make it necessary to compare aid received in the 
twelve months July to June with imports of the twelve months 
April to March, but it is unlikely that the comparison is greatly 
disturbed thereby:) . 





Dollars 
- at —— Allotted 
an 7 
/ ECA | as % of 
Canada, , ” i ead 
April, 1948 | | 


* 00 June, 1949 
Mar., ; 








i 

ee ~ @ | (2) (3) (4) _ 

| ( mn.) | ($ mn.) ‘fe | 3 
Belgium-Luxemburg... 496-9 | 241-4| 49 27 
Denmark..............-+- 124-8 | 106-2} 85 25 
ST niieasherneusacnsannn 593-6 978-4) 165 23 
ee one ree | 595-0/ 510-0! 86 11 
Netherlands ............ | 355-1; 456-1/ 128 | 47 
all sndiventenivetects 119-9| 81-1}. 68 25 
Genplen Siscccciscaes <<< 160-3 | 45-4|' 28 7 
United Kingdom ...... 1564-8 | 1219-7 | 78 24 

} } 


The British figures are not the lowest, either in column (3) or 
in column (4) ; but equally they are not the highest. There is 
no evidence in this table for the charge of excessive generosity 
to, or insufficient self-help by, Britain. 


In addition to dollars received from the United States, how- 
ever, the Marshall countries make “ drawing rights” in their 
own currencies available to each other. The net total of 
assistance received by each country is therefore the dollars 
received in the first place plus (or minus) the net total of 
“drawing rights” received from (or granted to) the other 
participants. The second table accordingly shows these net 
totals in comparison with the total imports of each country. 
By this test, the British figures are distinctly on the low side. 








to 
June, 1949 

2 eps PERL PBIB Mise ae eS, SR GG. AMR ees Ent 
($ mn.) ($ mn.) ‘e $ 
Belgium-Luxemburg 1944-0 34-2 2 4 
ia adinindelate tablets 791-7 | 186-2 24 44 
WURRE A. «in. sdeaeevint<ik 3355-9 | 1258-0 37 30 
Htaly...5..i,... See oBbesee . | 1545-9 = 471-7 31 10 
Netherlands ............ 1945-4 | 528-0 27 54 
DOE sek 784-4 | 124-5 16 39 
S@eden 4... .kb ik 1336-3 23-3 2 3 
United Kingdom ...... 8467-0 | 1001-7 12 20 
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Britain is financing a smaller proportion of its imports Out ¢f 
grants from other countries than all but two countries in. the 
table, and is receiving less net aid per head than any byt three 


Ail these figures, and those in last week’s leading an 
make the tacit assumption that the United Kingdom has 
meet only its own needs of dollars and other scarce currencig, 
If the size and needs of the whole sterling area were 
into the calculation it could easily be shown that Britain 
carrying a heavier burden, with less assistance, than any othe; 
nation. It is as well that criticism of British policies shou 
bear this in mind. 


* * * 


The Haifa Refinery 


Of the economic legacies of the Palestine war, the mog 
worldwide in its effect is the enforced idleness of the Hails 
oil refinery. As at present constituted, this great plant, whic 
is owned half by Anglo-Iranian and half by Shell, has; 
refinery capacity of 4,000,000 tons of crude oil per annum 
Its planned potential capacity is much higher. It was uni 
1948 fed half by the Iraq Petroleum Company's pipe-lin 
from Kirkuk and half by tanker carrying crude oil either 
from the Tripoli terminal of the same ccmpany’s pip, 
or from the Persian Gulf via the Suez Canal. Before th 
outbreak of the Palestine war, a second pipe from Irag 
Haifa was complete but for a sector inside Palestine and 
this, with additional refining plant under construction, wa 
to yield a refining capacity of 8,000,000 tons annually by the 
end of 1951. But it has Jain idle save for one brief intervl 
since April, 1948, because, while British-managed and 
Jargely British-owned, it is situated in territory that has 
become Israel, and because it handles oil coming from a 
Arab source in Iraq or through an Egyptian bottleneck « 
the Suez Canal. 


As a result of the prejudices involved, Iraq, which is all but 
bankrupt, is losing much needed oil royalties that were due 
to increase very rapidly, Israel is losing the material ax 
psychological advantages offered by the active working oi é 
great industry, and the sterling area, which spent from mic- 
1948 to mid-1949 some $400 million on the purchase of al 
fuels and refining equipment from hard currency areas, s 
losing an asset the output of which, at present capacity and 
current oi] prices, is estimated to be worth $50 million pe 
annum. 


Is the deadlock unbreakable? The oi] company, ik 
British Government, Israel and Iraq would all profit, materially, 
by breaking it. But the Iragis are led by die-hards who would 
far rather administer pricks to Israel than explain to ther 
own people that to pump oi] means more work and mot 
royalties today, and therefore more watered land and cheaptt 
bread tomorrow. But even if supplies by pipe-line are outa 
the question, there is nothing to stop supplies by tanker. Th 
Suez Canal is, by one article of its Convention, “ in time d 
war as in time of peace” open to the ships of all nations, aad 
by another article never to be used for purposes of 
During the Palestinian war, the Egyptians, disregarding prottss 
from many powers, inspected and questioned cargoes. The! 
motive was understandable. But Egypt is not at war n0® 
Further, now that the arms embargo upon the Middle Es 
has been raised by the Security Council, there is no possibit 
reason for the questioning by anyone of cargoes and deste 
tions. Daily oi] tankers from the Persian Gulf Jaden 10 i 
waterline pass northward through the Canal to some refine!) 
or other, The Saudi Arabians, questioned, say that it is 20% 
of their business where the companies concerned choose to 
the oi] that started from their territory. Why not send 9% 
to Haifa ? 


So long as there is a chance of doing this, Israel is unwist® 
murmur, as it is now doing, threats to confiscate the 
and to operate it with crude oil from outside the Middle B& 
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ALEC DUNCAN raises wool in the South Island 
of New Zealand. He hasn’t much to grumble about on 
wool prices today ; but he realises that, in the long run, his 
destiny is in other people’s hands. Weaving, dyeing and 
finishing will determine whether woollen goods are chosen 
by the couturiers, demanded by the public 
Monsanto has evolved new textile chemicals which 
will have a remarkable effect on worsted spinning 
techniques, and may materially increase the value 
Se of Britain’s exports of woollen goods, 
\~.s. At the same time, Monsanto is directly 
> helping. Duncan maintain his: livelihood, and is 
helping to provide you with the goods you need. 


Just one more example of the way Monsanto 


Monsanto makes nearly two hundred chemicals 
of vital importance to British Industry. If you 
have a chemical problem it is highly probable 


that Monsanto will be able to assist you aa 
NONSANTO CHEMICALS LIMITED  e« warertoo riace - tonvow » swi 


is ‘serving industry, which serves mankind’ 
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Of course it could impound the plant. No doubt it could get 
crude oil from Rumania. But to suggest this abnormal step 
while normal steps are possible is undiplomatic if Israel, as it 
elsewhere avers, seeks normal relauons with its Middle Eastern 
neighbours. 


Hongkong and Beyond 


British reinforcements have now put Hongkong into a 
state of readiness to meet any Chinese Communist attack and 
have thus rendered it unlikely that any attack will be made, 
whatever verbal offensives against British imperialist tyranny 
may be launched from Peiping. Hongkong may even be a point 
of contact for the commercial relations between British trading 
firms and the Chinese Communists which have been so far 
thwarted at Shanghai by the Nationalist naval blockade, for 
the Communists, once in possession of Canton, would be able 
to break the blockade by direct communication with Hongkong. 
With regard to the internal politics of Hongkong, the local 
authorities have had to tighten up control over political agita- 
tion and have even warned newspapers of Communist 
sympathies against printing the more slanderous anti-British 
outbursts of the New China News Agency. But a number of 
Kuomintang refugees have been free to issue a manifesto call- 
ing on members of the Kuomintang in all parts of China to 
repudiate the Nationalist Government and collaborate with the 
Communists. The spectacle of these tardily converted Vicars 
of Bray trying to ingratiate themselves with the victorious 
“ anti-imperialist ” faction from the safe shelter of a British 
Colony has its comic aspect, but the manifesto is not without 








































Town and Gown 


A recent case in the Insolvent Debtors’ Court has 
received much attention from the press. A Mr. Charles 
Throsby applied to be discharged from his debts, which 
together amounted to about “ £750, the greater portion 
of which was due to tradesmen in Oxford, contracted by 
the insolvent while a student at the University. .. .” 

At Oxford there is a warrant for credit which is fre- 

quently wanted in other places. The young men sent 
there must be of good standing im society, and of tolerable 
expectations. They are accredited to the tradesmen by 
being placed on the college books. They are at once, if 
without exhibitions or benefits from their college, stamped 
as genuemen who have the means, or whose friends have 
the means, and are willing, as the tradesmen have learned 
from experience, to pay their expenses. So far as supply- 
ing them with necessaries goes, tradesmen who trust 
them within reasonable bounds are not to blame. . 
If there be any system to blame, it is not the credit given 
at Oxford . . . but the system of giving young men very 
considerable incomes to spend, or franking them there 
as gentlemen having considerable incomes, and exercising 
no control over them... To send young men to 
college with the means of obtaining credit, without any 
person to watch their conduct closely, is the error, and the 
running into debt is the necessary consequence. Fond 
or indolent papas, who are anxious to find an excuse 
for their own negligence or their sons’ folly, are very glad 
to throw all the blame of that on the trusting tradesmen ; 
but they ought not to be screened at the expense of the 
latter. . . . There prevails a great deal of loose morality 
on this subject. “ Who suffers ?—it is only a shabby 
fellow of a tradesman,” are common phrases. Gentlemen 
think it good sport very often to bilk such a person, and 
profligacy is encouraged until it finds its way. . . into the 
insolvent court. To express sympathy with such pro- 
ceedings is to encourage them. Neither the young men 
nor their parents should be exonerated at the expense of 
the Oxford shopkeepers. 


The Eronomist 


August 18, 1849 
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importance, as one of its signatories is Lung Yun, the «. 
Governor of Yunnan, who may wy to regain control of his 
former province with Communist backing. Yunnan would i 
a key area in any attempt at anti-Communist resistance ; 
western China. 


The Nationalist Government in Canton appears to be 
resigned to the fall of the city within a short time and to, 
preparing for evacuation. A Communist occupation of Canis 
would cut the remaining Nationalist forces into two pany 
one headed by Chiang Kai-shek himself in the islang , 
Formosa, and the other, with a prospective rallying-poim » 
Chungking, holding out in the mountainous provinces of wes, 
China without any direct access to the sea. The former seo, 
of resistance, involving the problem of the dubious Status «f 
Formosa, may well involve international complications ; Gener; 
Chiang will certainly do his best to exploit both his ingly 
strategic position and the political support he has obtaigg 
from the Government of the Philippines. The resistance int 
interior of China would be geographically in the same situatc: 
as Free China was at the height of the Japanese invasion, aj 
it would have similar problems of communications with tk 
outside world. We may soon hear again, as ten years ago, i 
the railway and road to Kunming. 


* * * 


Bramuglia Steps Down 


The resignation of Sefior Juan Bramuglia, Argentin’ 
Foreign Minister, has—at least temporarily—removed tk 
couniry’s most widely respected statesman from the politicd 
scene. By all accounts the hard core of supportérs roui 
President and Senora Perén had been determined to get ni 
of him for some time. But the circumstances in which thy 
have now done so have given foreign observers yet anoth: 
argument for distrusting the personal and fractious nafite d 
Argentina’s present nationalistic mood. For three years Sew 
Bramuglia has represented a stable, common-sense attitude i 
a country subject to swift and hot-tempered change. Abtox, 
he will be remembered for his distinguished and dignified pres- 
dency of the United Nations Security Council last autum 
At home, his resignation represents to some extent a tit for 
over the part he played in ousting Sefior Miranda from hi 
aggressive and unfortunate control of Argentine economi 
affairs last January. 


Some of the events which have led up to Seftor Bramugia’ 
resignation are still shrouded in mystery. But it is kaw 
that the quarrel which broke out between him and Sei 
Remorino, the Argentine Ambassador in Washington, was * 
violent that honour very nearly demanded satisfaction in adv 
Sefior Remorino had returned suddenly to Buenos Aires 
President Perén’s request. When he confronted Se 
Bramuglia at a cabinet meeting, he taxed him with und 
mining his position as ambassador. Judging by reports eatix 
this year, that efforts were being made by high Peroni! 
leaders to secure the Foreign Ministry for Scfior Remon 
himself, the boot would appear to be on the other foot. 


Argentina’s new Foreign Minister is a youthful Right-Wit 
Nationalist, Dr Hipolito Jesus Paz, whose political experies* 
has been gained exclusively in the Peronista movement. 
is a lawyer by profession and is reported to have been amt 
those who most strongly opposed any question of Argem® 
entering the war against Germany. Other cabinet chat 
have not yet been confirmed, but there have been reports th 
at least three other ministers would resign in sym “ 
Sefor Bramuglia ; this is in fact, probably, the biggest cabin 
upset that President Perén has faced since he came to pore 
There is little likelihood from Britain’s point of view, 97 
that any new blood in the cabinet will improve the chanes 
greater Anglo-Argentine friendship—or favour an improv 
in the execution of the recent trade agreement. Seis 
Bramuglia always stood for more international col 
than most of his colleagues were prepared to accept~ 
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Books and Publications 


American Foreign Policy 


« The Evolution of American Foreign Policy.” By Dexter Perkins. 
Home University Library. Oxford University Press. 187 pages. 
5s. 

“To many persons,” says Professor Perkins, “ not least to the 

scholar, it is a pity that ideologies should matter so much.” 

Just as there are ideologies and ideologies, so there are 

scholars and scholars, and not all of them will echo with 

approval Professor Perkins’s preference for low temperature 
historiography. However, for those who do, here is a pocket- 
size deep-freeze as compact, as well arranged, and as likely to 
resist the corroding influences of time and further research as 
any diplomatic history of comparable scale. Moreover even 
for those who might take issue with the author’s philosophy, 
there are great compensations in his method. If they are 
distressed to find the critics of Roosevelt’s Vichy policy 
dismissed as “the ill-informed and the emotional,” or a belief 
that the Austrians and the Germans began the first World War 
regarded as the mark of “the untrained mind,” they will also 
find due meed of censure poured on opposite schools ; Senator 

Nye becomes a figure “of whose intellectual qualifications and 

capacity to weigh evidence it is charitable not to speak” and 

the Kellogg Pact “a signal example of the reluctance of the 

American mind to face the fact that physical power is an 

incident, a necessary if unpleasant incident, to the conduct of 

international affairs.” « Judgments like these crop up in the 
text as reminders that extreme cold, no less than heat, has 
as its property the power to burn. They are also evidence that 

Professor Perkins’s distaste for enthusiasm applies to American 

flag-waving as much as to that of other nations. This is 2 

history very free from chauvinism, very ready to acknowledge 

the errors and short-sightedness of American policy, while at 
the same time innocent of false modesty about its real 
achievements. 

This does not make the author over-optimistic about the 
future. It remains to be seen, he says in effect, whether the 
Americans, catapulted into fabulous power, are “adequate ” 
for the part they have to play. One thing in particular worries 
him, and naturally, as a student of the American diplomatic 
process—the American disposition to reduce the complexity of 
the problem of peace to over-simple terms. In particular he 
cfiticises the national disposition to rely overmuch on moral 
exhortation and to ignore the economic and geophysical 
elements in the conduct of foreign relations. It is perhaps 
his anxiety on this last score that has led him, in a book 
designed for American as well as British readers, to dwell at 
disproportionate length on the economic, strategic and techno- 
logical sources of the national power—disproportionate, that is, 
to the exposition he provides of the psychological and moral 
components of American action. If there is a_ serious 
cnticism of the book as an introduction for British readers 
t lies here. Above all, there is nothing that will make 
tally comprehensible to the puzzled European that  per- 
sistent and sometimes naive moral swell that so worries 
Professor Perkins as he looks out over the waters of American 
diplomacy. In the last resort the transatlantic roll may mean 
More to Europe than all the geopoliticians’ pin-pointing, and 


itis still far from being comprehensible to the average recipient 


of Marshall Aid. 


bat the Women Wonderful ? 

ets of Britain.’ Vera ie. ished by the author, 

12, Charibury Road, Ontord. 159 yapes. ts 6d. 

ws unusual for a book privately published by its author to 

earn | authoritative, and of lasting value ; but this little 

w® is all three. Presumably Miss Douie’s manuscript was 

fumes at least one publisher before she decided to issue 
One has no difficulty in divining the publishers’ 






reasons. Firstly, this is a book about war ; secondly, although 
it is all about women, and women behaving remarkably in 
remarkable circumstances, it is wholly lacking in the fashionable 
pseudo-psychological jargon. What publisher of today would 
embark his money in such an unconventional craft ? 

This is the story of British women in war. Not only the 
uniformed women’s services—though the ack-ack girls, the 
Wren boat-crews, the WAAF mechanics get the attention they 
deserve—but the whole range of war duties are covered. Miss 
Douie shuns the flamboyant phrase like the plague ; whether 
she is recording the heroism of Army nurses, the ration scales 
of the ATS or the Government’s power to direct “ mobile 
women” to the other end of the country, she sticks to the 
facts and uses only an occasional anecdote or quotation to 
recall the courage, the bitterness and the humour of those 
years. ° 
They are all here, the QA’s, the Wasbees, the clippies, the 
WVS, the landgirls, and others of whom one does not think 
so readily—the mistresses at Public Schools, the stokers in 
the retort house of a gas works, women on Joint Production 
Committees, women repairing telephones, women in the 
Observer Corps, in bus garages, in shipyards, in the BBC’s 
monitoring services, in the Royal Mint. Miss Douie tells us 
how they got there, what’ problems they and their new 
employers had to overcome, how their work turned out, and 
how they lived in barracks, hostel, farm or troopship. 

She has no illusions about women’s share in the war, and 
states frankly the limitations which, even in Britain, were found 
to be inevitable in mobilising woman-power. But she rightly 
points out that women’s leaders, and particularly the women 
Members of Parliament, had to struggle against an often mis- 
placed protective instinct on the part of their male colleagues. 
On the whole this was a victorious struggle ; never have so 
many sacred precincts been invaded by the gentle sex. This 
battle between the two halves of Britain provides a less violent, 
often a humorous, undertone in Miss Douie’s narrative. 


Labour in Norway 

“Labour in Norway.”” By Walter Galenson. Harvard University 
Press. (Geoffrey Cumberledge.) 363 pages. 27s. 6d. 

Tuts is a thorough, accurate and up-to-date study of the 
organised development of industrial relations in Norway, of 
the political role of the trade unions, which is especially 
important in the present period of Labour Government, 
and of the guidance Norweigian experience may afford for 
the solution of similar problems in other countries. As such, it 
is the first book in English on the subject ; and it is likely to 
remain one of the best. The author, who is Assistant Professor 
of Economics at Harvard, was Labour Attaché to the US 
Embassy in Oslo for two years immediately after the war. He 
is to be congratulated on using to the full the opportunities 
thus presented, as is the Wertheim Fellowship for supporting 
this particular item of original research in the field of industrial 
co-operation. 

It is, of course, a limited field. Not everybody is interested 
in the history and machinery of industrial co-operation. But 
anyone who is, may read this book with profit. Norwegian 
experience of compulsory arbitration, of the enforcement of 
contracts between unions and employers, of boycotts (and of 
the unique “ Boycott Court”) and of mediation in labour dis- 
putes is of value beyond the boundaries of Norway. Less 
specialised but equally valuable is the analysis of the effect of 
power on the trade unions and the Labour Party—an account 
which rightly stresses the good sense and moderation of both 
organisations. These, together, with a great traditional respect 
for the law, are the three supports on which the whole structure 
of labour relations rests. The timeliness of this book is en- 
hanced by the fact that, as in the early 1920s, the Communists 
are again challenging this attitude. 
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Letters to 


Britain in the Pillory 


Sir,—In your leading article “Britain in the Pillory” you 
say, “The economic difficulties which are besetting the 
Atlantic World . . . cannot be solved by the action of any one 
power.” I suggest this is not borne out by Table 3, which 
shows that no nation listed there is exporting as much to the 
5 Dollar Area as it imports, that excepting Great Britain every 
i. nation is exporting less to the Dollar Area in 1949 in relation 
to its imports than it did in 1938, and that we export only 
Se 36 per cent of our imports. 


The remedy for much of the difficulty would therefore seem 
to lie in one nation’s hands, namely the United States. What- 
ever the arguments against putting it into practice, that 
problem is not more difficult than the task set the other Adantic 
Nations which appears well-nigh impossible. Marshall Aid 
not merely dodges, it confuses the issue. “Charity” usually 
dees, for both parties concerned.—Yours faithfully, 

J. ForpHAM SADLER 

33 Torrington Place, London, W.C.1 


Sir,—Whilst agreeing that criticism abroad—especially in 
the USA—of Britain’s postwar industrial efforts is largely 
: unjust and unfair, there are a few points in your article 
Peg “Britain in the Pillory” which need elucidation and call for 
fia some additional comment. 
28 (1) When comparing Imports from and Exports to the 
Dollar Area of the principal Marshall Aid countries, you 
summarise the respective trade figures “with Canada and 
USA.” This summarising method does not give an accurate 
picture in so far as Britain, through Empire preference, is, of 
course, at a huge advantage over her Marshall Aid partners. 
It can, in fact, be seen from the Monthly Digest of Statistics 
(July, 1949) that, during the first five months of the current year, 
Britain’s dollar exports went 60 per cent to Canada and only 
40 per cent to the USA—the respective actual figures being 
£33.6 million for Canada and £22.7 million for the USA. 
Considering, therefore, that almost all other European countries 
—save Britain—are virtually excluded from doing appreciable 
business with Canada, Britain’s dollar earning efforts appear, 
proportionally, by no mean larger than the respective endeavour 
by France or Italy, and certainly considerably smaller and 
is | it weaker than the exertions by Belgium, Luxembourg, Sweden, 
i : ‘g and Switzerland. 
ei ik ; (2) It will be observed that the United Kingdom’s dollar 
| * deficit is equivalent to the combined deficit of France, Belgium, 
Luxembourg, Denmark, Sweden, and Switzerland—an area 
i whose combined industrial potential is certainly considerably 
4 larger than the United Kingdom’s. May it not be assumed 
Bit ke: that at least part of the British deficit—say $100-150 million— 
, 
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is due to the unfavourable prices which Britain has to pay as a 

: 3 consequence of the extremely tedious, costly, and rigid method 
seas of bulk-buying ? 

(3) Your table 2—Exports and Imports by Volume, First 
Quarter of 1949—does not actually mean anything so far as 
this country’s dollar crisis is concerned, because the relative 
% figures refer to overall trade and not specifically to dollar 
trade. We know only too well that the United Kingdom’s 
trade with non-dollar countries is a very different matter from 
Ea its trade relations with the Dollar Area. 

[ea (4) Your survey does not, of course, include the “ invisible ” 
figures for tourist-trade which, so far as France, Italy and 
Switzerland are concerned, must be very considerable—pro- 
portionally much larger than the figures for Britain. (The 
Bank of France is said to be earning now, during the peak 
tourist season, $2,000,000 per day in notes only, and to be 
seriously embarrassed by shortage of French bank notes 
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the Editor 


(especially of the smaller types, 500, 100, and 50 francs) tg 
give in exchange for dollar notes.) I believe—as I am SUFE you 
must, too—that through these tourist-trade figures, Britain 
dollar deficit is bound to become proportionately larger (a 
least not smaller) than the respective deficit of France, Ith 
and Switzerland.—I am, sir, yours truly, 


FREDERICK JELLINEX 
705 Carrington House, Hertford Street, London, Wx 


not by The Economist but by the Bulletin of the Economic Com. 
mission for Europe from which (as stated) all the figures were takes 
(This also applies to Mr Jellinek’s point (3).) The addition ¢ 
Canadian figures might explain why Britain’s exports to the dol 
area are a higher proportion of its dollar imports than is the cay 
in other countries. It could hardly explain why the British ra 
is the only one to show improvement since 1938.—Eprror] 


Sir,—To the catalogue of Britain’s economic achievements 
your article “ Britain in the Pillory” might well have added 
the contribution we are making to the development of u- 
developed countries. Firstly, there are unrequited exports » 
India, Pakistan and other holders of sterling balances, whic 
are running at the rate of £200 million a year according t 
unofficial estimates ; secondly, commitments to the ten-yex 
Colonial Development Plan, involving some {£60 million in 
grants and anothe: £60 million in loans ; thirdly, a continuing 
flow of miscellaneous payments for special purposes. 


For all this we seem to get small thanks from the recipients 
and little credit from America, partly because of a failure to 
reveal the extent of our liberality. But the government poli 
of secrecy cannot continue much longer, since the facts and 
figures are sure to leak out at Washington next month. 


A full statement of what we have already done and wha 
we propose to do is the best card we can play at the conference. 
Generosity to backward countries beyond what we can afford 
is one of the major causes of our economic difficulties an 
partly responsible for the deterioration in the position d 
sterling as an international currency. We must put it to tk 
American Government that an appropriation of $35 milli 
to provide technical help to undeveloped countries dee 
not meet the case; what is needed is a comprehensive, 
long-term development plan and an equitable apportionment 
of the financial liabilities. One possible line of approach is tk 
institution of an international Development Fund to whid 
America, Britain, France and other Colonial Powers should 
make proportionate contributions. For this purpose an inte- 
national conference of all the interested parties, both the givers 
and the receivers, will probably be necessary. All this wil 
take time ; pending the completion of the master plan som 
intermediate arrangement must be worked out tu ease th 
strain on our resources which has become intolerable.—Yous 
faithfully, GEOFFREY BRACKEN 

Larchfield, Churt, Surrey. 
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Western Defence 


Sir,—In the article on this subject in The Economist d 
August 6th it is pointed out that the war would not be ow 
for Britain even if the invader reached the North Sea andi 
Channel, and therefore Britain should keep some resources # 
hand. Is it sufficiently realised in Britain that in a war abou 
1955 enemy occupation of Continental Europe would me 
utter destruction of the ports and basic industries of Brit 
by a massive bombardment of rockets? Moreover @ dh 
situation the radar-screen of Britain would have i 
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See cinacesse oe ary Unwin Pu coieeergae at 


| ‘Dagzling— 
| yndoubted genius!’ 





The Times Literary Supplement picks its way cau- 
tiously and critically amongst the clutter of new 
books. The question it asks itself is : ¢ Is this book 


important ?’ For all that is worth while, the reader 
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Place an order with your usual bookstall or newsagent 
Price 3d. every Friday 





ARs: TIMES 
LITERARY SUPPLEMENT 


| 
\ 
| 
will find The Times Literary Supplement an illum- 
\ 
' 
\ 
' 
\ 
| 
{ 
' 
\ 
' 
' 
' 
' 
' 
| 
' 
' 
\ 
' 
le 


Q 
‘ 
Q 
4 
‘ 
4 
a 
4 
Q 
4 
A 
a 
Q 
a 
Q 
Q 
4 
2 


403 











y Wav y 
Navy 


Bure Navy Cut of 
Pre-War quality 


GODFREY PHILLIPS LTD 


: OZ. AIRTIGHT TIN 8/10 
MANUFACTURERS i OZ. FOILED PACKET 4/5 


ond GUARANTORS 
* 


Also ready rubbed 





Another 
addition to 
the “Force”! 


Every installation of Electro- 
matic vehicle-actuated Road Signals 
frees men for other duties. 

Electro-matic Road Signals 
have been installed at thousands of 
busy crossings all over the world, and 
they provide a degree of safety, effi- 
eney and flexibility which the human 
tlement could never hope to surpass. 





LECTRO-MATIC 





SIGNALS 
can save 
Police Man-power 


AUTOMATIC TELEPHONE & ELECTRIC CO. LTD. 
MELBOURNE HOUSE, ALDWYCH, LONDON, w.c.2 TEMPLE BAR 4506 
STROWGER WORKS, LIVERPOOL, 7 
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IN THE SERVICE OF THRIFT FOR A CENTURY 


THE 


ABBEY NATIONAL 


BUILDING SOCIETY 


which this year celebrates its hundredth anniversary, 
is marking the occasion by a relaxation of its 
investment restrictions. Until further notice existing 
shareholders may add any sum to their share 
accounts, provided the total does not exceed £5,000, 
New shareholders may invest up to £5,000. 
(Husband and wife are considered as one for this 


purpose.) 
CURRENT 
This is a 1 Income tax 
Safety- First 2 V% borne by the 
Investment Soctety 
YLELD 







PURTHER PARTICULARS FROM 


Head Office 
ABBEY HOUSE, BAKER STREET, LONDON N.W.1 





FPOTE NC PERRY PEI RET SB BLE LTRS, 





ahi 


Sev ye nah 












: 
; 
t 
* 
: 
t 
f 


eo een | 
pasmentie BeBe sone 
on * 
meh alt kno orto. 


ee ee 


sp qpnvbesentiate Sn TROP! GO nb tind KE 





ron aeniii® siete 8 
eh 1 APT Alo at epblemeennngsy ieh nasas 


«moe he s 


© 
ciinattndns ak 
Bate Bats es 


; + 
338 
1s 
x 


i 


3 
3 
4 
Si 
= 
' 
# 
4 
4 
4 


aw 









SDE SRE th 


44 


depth to be of any real value to air defence under modern con- 
ditions. Consequently a future enemy occupation of Con- 
tinental Europe would deprive even an unoccupied Britain 
of nearly all military significance. In these circumstances all 
efforts should be concentrated at the decisive point, i.e., near 
the Rhine. 


Your article also refers to British commitments in other con- 
tinents. However, this applies in no less degree to the other 
Western Union countries. 


To a recent gathering of the Royal Netherlands Society 
at The Hague, Field Marshal Viscount Montgomery declared 
with emphasis that in the defence of Western Europe all 
Western Union countries sink or swim together. Certainly a 
rea] team spirit should inspire all the peoples concerned.— 
Yours faithfully, M. HeEisius 

Mathenesserlaan 4268, Rotterdam 


Gas Turbines 


Sirn,—We have read with great interest the two articles 
entitled “How Gas Turbines Work” and “Gas Turbine 
Costs,” which appeared in The Economist on July oth and 
16th respectively. 

May we point out that it is not essential for the air heater 
of a closed cycle gas turbine to be supercharged ? Originally, 
we and Escher Wyss, who are the originators of the closed 
cycle gas turbine, were of the opinion that the use of 
pressurised combustion in the air heater would reduce con- 
siderably the overall size of this unit, but our more recent 
investigations have led us to believe that this may not always 
be the case, and whilst we are using a pressurised combustion 
chamber.on the air heater of the 12,500 kW plant which we 
are making for the North of Scotland Hydro-Electric Board, 
it is doubtful whether we shall use pressurised combustion on 
any further plants. 


You make no reference to the closed cycle in the article on 
Gas Turbine Costs. We would like to emphasise that your 
remarks on the difficulties of burning heavy fuel oils and coal 
in gas turbines refer to open cycle plants only. In closed 
cycle gas turbines the ash from the coal or heavy fuel oils 
deposits only on the outside surfaces of the tubes in the air 
heater and the fouling problems are in effect very similar to 
those of a steam boiler or, more particularly, of a separately 
fired superheater. 


We cannot agree that coal-fired turbines may not even be 
technically possible if you mean this statement to refer to 
closed cycle as well as to open cycle plants. We have for some 
I2 months or more now been considering a coal-fired gas 
turbine and we hope to be running an experimental unit 
within the next 12 months.—Yours faithfully, 

JOHN BROwN AND Co., Ltp. 

Clydebank 


United Nations Record 


Sir,—Nothing is easier than to discredit a public figure 
by distorting the sense of what he has said, and then finding 
fault with the distorted version. If the tone of Mr Trygve 
Lie’s annual report on the United Nations were really as 
represeated in your comment this week, all your criticisms 
of the report would be justified. You represent Mr Lie as 
“ claiming credit” for the lifting of the Berlin blockade. On 
the contrary, he gives first place in this matter to “the con- 
structive statesmanship of the Great Powers.” 


You charge him with attacking the Atlantic Pact. In fact, 
his concern is simply to make it clear that lasting security 
from war can only be secured on a universal, not a regional, 
basis—a point which has been repeatedly made by Mr Bevin, 
Mr Acheson and all the other founding fathers of the Atlantic 
Pact. In another reference to regicnal arrangements he points 
out that their effect depends on the spirit in which they are 
made and executed ; a truism which it would be difficult to 
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deny. And this reference is only made in order to avoid eiy; 
the impression that regional pacts are necessarily rivals to the 
United Nations. As regards Mr Lie’s Bergen Speech, whid 
you also mention, one imagines that The Economist wen, te 
press too early to know of Mr Lie’s immediate denial that be 
had attacked the Pact in that speech. 

When a man in a position of unique responsibility issues ; 
report on soms of the world’s most vital problems, the pres, 
state of our press is such that only a mere glimpse of his 
actual words gets through to the general public. That say 
public is, however, pretty thoroughly supplied with commen, 
on the statement which it has not seen. Surely it is all th 
more essential that such comments should at least start from 
a fair appreciation of the text concerned ?—Yours faithfulh 

United Nations Association, ANpREW Boyp . 

11 Maiden Lane, London, W.C.2 


The Future of Television 


Sir,—It appears that paying for expensive programme, 
without commercialising them, is one of the main obstack 
to the development of television in this country, 

I think that television sets should be provided with meten— 
slot or otherwise—similar to those which record domestic cor 
sumption of gas or electricity. 

Each meter—and there should be more than one to ead 
set—might be so fitted that a radio signal, inaudibly a 
invisibly accompanying a particular programme, activates it 
Thus the viewer could be appropriately charged for the pre 
gramme he chooses to view and for the length of time k 
views it. The charge for viewing the various programme 
would be shown in the published time-table. 

The agency for collecting viewing money might be farmed 
out on commission to local radio firms having set-maintenant 
contracts. 

Such a system seems to me to be fair and likely to find 
favour with the anxious film companies. It would also-be: 
very effective monitor of the popularity of programmes, Nett 
less to say, that if some such system is likely to provide th 
eventual answer, it should be developed now rather than whe 
viewers are numbered in millions.—Yours faithfully, 

RICHARD WIDDRINGTON 

Bockmer End, Great Marlow, Bucks 


Travel in Spain 


Smr,—The Director-General of the Spanish State Tout 
Department in his reply to the criticisms of “ Viajero” of the 
obstacles in the way of tourists to Spain shows that althougi 
he is well versed in the contents of Spanish Tourist literatur, 
he knows very little of the handling of foreigners by the hotek 
police, banks, etc., in that country. 

My experience fully bears out the criticisms which appeatt 
in your paper on July 9th. Firstly, although stopping at i 
principa! hotels in five or six of the largest Spanish cis 
whenever I wished to cash a cheque I was informed that “ 
was not possible and that I must go to a bank. On visilit 
the nearest bank I was informed that cheques could only 
cashed at the Banco de Espana, and on reaching the loca 
branch of that organisation it was necessary to queue up it 
a considerable time. 

On leaving the country I blithely handed over all my pe*# 
and received a chit informing me that I could obtain 
sterling equivalent from the Banco de Espana in 
However, I was there informed that they knew nothing of 
arrangement and they refused to repay this money. The matte 
was argued between my bank and the Banco de Espana i 
some three months and then handed over to the Bask ¢ 
England to negotiate. After considerable pressure had " 
brought to bear by the Bank of England the sterling value 
my pesetas was eventually refunded—six months after levis 
Spain.—Yours faithfully, FrusTRa0 
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AMERICAN SURVEY 





Dixie Democrats 


(From a Correspondent in Alabama) 


RESIDENT TRUMAN, like his predecessor, is plagued 

by rebellious men within his own Democratic Party, 
most of whom come from the South, and for him this party 
division is more serious than it was for Roosevelt. Not only 
does Mr Truman lack the overwhelming personal appeal with 
which Roosevelt was always able to beat the rebels, but the 
South’s revolt has now been organised under the banner 
of the “ States’ Rights Dixiecrats.” When, in the 1948 
presidential campaign, the arch-conservative and reactionary 
elements succeeded in taking the states of Alabama, Louisiana, 
Mississippi and South Carolina away from the national Demo- 
cratic Party and from Mr Truman, they insisted they were 
not forming a new party, but were only maintaining the “real” 
Democratic Party as opposed to Mr Truman’s “ radical 
minority groups and big city machines in the North ” ; but in 


Democratic in the nation, had a share in splitting the South’s 
Democratic vote last year. So did the public utility com- 
panies, a potent influence over Southern politicians. Fright- 
ened by the enormous popularity of the Tennessee Valley 
Authority, they backed impartially the Republicans and the 
Dixiecrats in a desperate effort to halt the Democratic pro- 
gramme for rural electrification, the installation of rural 
telephones, and further schemes on the lines of the TVA. 
Another small but powerful economic group are the oil 
men of the states along the Gulf of Mexico, who want the 
underwater oil properties off the coast opened to private 
exploitation. 

Yet even with the issues of labour, farm policy, public 
power and tidelands oil all lumped together, it is doubtful 
whether Dixiecrat leaders could have won enough support 


effect they led a party bolt. to sustain even a tem- 
While their immediate porary split away from the 
hopes were washed out by THE SENATE IN THE 8ist CONGRESS Democratic Party. They 
the Truman tidal wave last 96 Seats; 49 Votes constitutes a Majority are vitally dependent upon 


November, the States’ 
Rights leaders in city, 
county and state govern- 
ments, and in the national 
Congress, persistently 
dlock the Democratic 
Party’s programme and 
obviously intend to con- 
tue their obstruction 
cither as individuals or as 
4 new party, 

Economic issues are at 
the root of the rebellion 
ind of these the chief is fear of the growing labour movement. 
With the South rapidly becoming industrialised, the region’s 
conservative leaders are haunted by the thought of changes 
sure to come as workers are educated and organised. They 
know that they will then lose their tight control of the state 
kgislatures, and their close check on Congressional represen- 
lutives, Within the last year the relatively well-organised 
ates of Tennessee and North Carolina have sent to the US 
Senate two men, Mr Estes Kefauver and Dr Frank Graham, 

are certainly not conservatives. They, together with 
iberal Senators like Mr Hill and Mr Sparkman, of Alabama, 
ind, with the difference that makes Florida not quite part of 
the South, Mr Pepper, of that state, symbolise the pattern of 

which is being resisted by the Dixiecrats. 

landowners in the South are part of the rebellion, for 
fear the rise of small farmers, white and black, as a 
wit of the Administration’s policies of supporting farm 
and granting long-term agricultural loans. Farm 
satcy has declined sharply since 1933 and ownership is 
The Farm Bureau, which in the South represents 
the big farmers and has been more Republican than 


Democrats 


Majority 
Regular Republicans 
Anti-Administration Democrats* 
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* Includes 14 out of 24 Southern Democrats. 
With acknowledgement to Life. 





one other issue which they 
ceaselessly stir up—the 
Negro. The average 
Southerner’s attitude to- 
ward Negroes did not 
alter radically from the 
abolition of slavery follow- 
ing the Civil War until 
the time of Franklin D. 
Roosevelt and his wife. 
Their steady pressure for 
better housing, education, 
health and political oppor- 
tunities for Negroes achieved a definite advance, even though 
it tended to deepen the animosities of the white die-hards. 
With the inevitable maladjustments at the end of the war, 
and President Truman’s determined stand for laws to protect 
the civil rights of Negroes, heightened race tensions in some 
parts of the South have provided the ideal issue for those 
politicians who live by demagogic appeals to the masses. 
They used it as a means of splitting the Democratic Party 
in 1948, and in a number of states they are using it now to 
encourage such divisive organisations as the Ku Klux Klan. 


This secret, hooded order originated just after the Civil 
War, when Southern whites were forced outside the law in 
order to save their government from the control of the illi- 
terate Negro majority. After the first World War the Klan 
was reorganised under conditions much like those today. Its 
leadership, then as now, attacked Jews and Catholics and 
stood for “white supremacy.” While the States’ Rights 
leaders today come from a higher social and political stratum 
than the Klansmen, and deny any connection with them, 
there is a definite bond of sympathy between them. Each, 
with close ties to the big corporations, sees danger to the 
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Left-wing Democrats 
Irregular Republicans 
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established pattern in the rise of organised labour and the 
Negro, and in the possibility of the two groups reaching an 
understanding with the traditionally conservative farmer. 

While the rebellious right-wing Democrats have danger- 
ously confused Southern politics, it may be that from the 
long view this is merely part of the overdue transition from 
the one-party system in the South to a more normal and a 
healthier multi-party system. It should be remembered that, 
while most of the South since the Civil War has clung stub- 
bornly 1o the Democratic Party, this one party has been 
divided into contending liberal and conservative wings. 
Urban industrial areas have tended to be liberal ; rural areas 
have usually been conservative. The liberals for years have 
been hinting to the right-wingers that in the South they 
eught to join the Republican Party, there more or less 
dormant, so that they could be welcomed into honest con- 
servatism and could help to create the needed two-party 
system. But the right-wing Democrats have resisted ; up to 
the present, they have been able to swing the Democratic 
Party in their States, and to profit from Federal patronage 
and Congressional committee chairmanships while the 
Democratic Party has been in power nationally. 


Yet in the States where their representatives have failed, 
or been hard pressed, to win the Democratic nomination, 
they have more incentive to look around for a new place to 
Jand. In the recent primary election in Virginia, to select 
the Democratic nominee for the Governorship of the State, 
the right-wing candidate for the nomination openly wel- 
comed, and received, support from Republicans, and it has 
been hinted that there were nominal Democrats in numbers 
among the 171,000 Virginians who voted for Mr Dewey last 
November. Since Senator Byrd, cock of the walk in the 
Virginia organisation, normally votes with the Republicans in 
the Senate at Washington, this co-operation is logical and, for 
the time being, effective in producing the necessary number 
of vetes. Liberal Democratic forces, however, feel that open 
coalition between right-wing Democrats and Republicans 
can be made a prelude to realignment. They would welcome 
this development, for while many big Southern names would 
go to the Republicans under such an arrangement, the big 
voting boxes would probably remain Democratic. There are 
more poor folk than rich in the South. 


American Notes 
Arms for the Pact Only 


-For at Jeast two days this week such vital government 
agencies as the Service and Interior Departments have been 
officially penniless, a state to which they must be becoming 
accustomed, in consequence of the Senate’s inability to get 
down to work on the outstanding appropriations, amounting 
to about $27 billion, for the fiscal year which began seven 
weeks ago. The House, asked for the third time to give 
authority for stop-gap spending, could be excused for cocking 
a snook at the Senate, by proposing soon to take a two weeks’ 
holiday. It is well entitled to do this, since not only did it do 
iis share of the work on the appropriations at an unprece- 
dentedly early date, but it has now also dealt with all major 
pending legislation except the Military Assistance Bill. 


‘* AMERICAN SURVEY” is drawn from _ three 
sources. Articles described as ‘‘From Our American 
Staff’’ are the work of a small group of regular 


correspondents, resident in the United States. Articles 


with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘From a Correspondent in Ohio’’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 
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This its Foreign Affairs Committee has renamed the 
“ Mutual Defence Act” and has reported out with its tou! 
of $1.45 billion intact, although at one point there was 
that it would be halved. The share of the Atlantic 
countries is divided between cash and contract authorisation - 
in both cases a proportion will not be available until ahs 
March 31st, and then only if the President can certify that the 
arms it buys are being used in a unified European defence 
system set up under Article 9 of the Atlantic Pact. Similarly 
the series of further amendments to the draft Bill, which hoe 
been proposed by Senator Vandenberg and Senator Dulles 
are designed to make “certain that what is started now will 
integrate quickly into the agreed plan for area defence thy 
will emerge from the North Atlantic treaty.” With they 
and other amendments, which would reduce the total sum fo, 
the Pact signatories to a round $1 billion, the Senators belie 
that the Bill should, and will, receive the support of th 
Congress. 

a 


There seems no doubt both that the basic principles of th 
Bill are fairly generally accepted and that there is as genen! 
a lack of understanding of the need for, and the detaik 
of, the measure itself. For this the Administration must take 
a share of the blame, since in both the origina) Bill and in th 
statements made about it, there has been an_ ineffectivenes 
and woolliness which cannot entirely be excused by heat and 
midsummer exhaustion. It is not therefore surprising tha 
the Senate has shown a tendency to run round in circles on 
this even more than on the rest of the legislation with which 
it is now trying to deal. The latest gyrations, however, arox 
from the Administration’s desire to speed up the proceedings 
for the benefit of all concerned. Senator Connally, considering 
that it was unnecessary to hear evidence that had already been 
presented to the House, and finding it easy to guess what both 
Mr Henry Wallace and the Socialist, Mr Norman Thoma, 
wanted to say, closed the Foreign Relations Committee’s heat- 
ings without listening to the opposition. He has now been 
forced to reopen them, and both the Appropriations and tk 
Banking and Currency Committees have also rushed for thet 
guns as the result of a story that, in order to avoid the delay 
involved in the appropriations procedure, the Bill is ® 
include authority for a loan from the Reconstruction Finance 
Corporation, large enough to carry the programme unt! 
January. 


* * x 


Whitewash for B36’s ? 


This year Washington’s annual heat rash of investigation 
is concerned not with spies but with government conttatls 
almost as safe a way to the headlines. The House Ame 
Services Committee is enquiring into the recent and suddes 
passion of the Air Force for the B36. This long-range bomb 
is produced by a corporation with which the Secretary d 
Defence was once connected, the Consolidated Vultee Com 
pany, whose officers are said to have subscribed heavily # 
Democratic funds last autumn. It has been alleged that thet 
was an improper connection between these occurrences, bi 
the highest Air Force Generals, reinforced by a “ History ¢ 
B36 Procurement” which took five hours to read, gave # 
pressive testimony on how their serious doubts and disagi® 
ments about the airplane were finally dispelled last summ 
by its proven merits. They denied indignantly that their pit 
fessional judgment was subjected to political pressure at 
point during the B36’s long development. Confidence in th 
bomber will not, however, be strengthened by one expett’ 
remark that its faults were straightened out “only by om¢ 
those lucky freaks.” 

The B36, twice as large as a Superfortress, able to delitt 
a 10,000-lb. bomb on a target 10,000 miles away, was fis 
dreamt of in 1941, when Germany would have been the #1 
but the changing strategy of the war delayed its 
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and now, when the dream is at last coming true in. quantity, 
the target is Russia. It was in. 1948, when the Berlin situation 
made war seem imminent, that the Air Force finally decided. 
to put most of its eggs in the B36 and to. halt work on other 

of aircraft. There are many, nevertheless, who feel that 
not only have claims for the B36 been exaggerated—enthu- 
siasts try to make out that it is a plane-of-all-work—but also 
that the decision to rely on this aircraft committed the United 
States without sufficient consideration to a long-term policy 
of strategic bombing from domestic bases. 

Those holding this view are concerned at signs that Mr 
Vinson, the chairman of the Armed Services Committee, would 
like to postpone, and perhaps abandon, hearing the evidence 
against the B36, and is diverting the attention of his Com- 
mittee to hunting down the sources of the apparently’ un- 
founded charges against Mr Johnson and the Secretary of 
the Air Force, who was also implicated. But Representative 
Van Zandt, who first gave publicity to the allegations, is an 
ex-naval officer, who is already accusing Mr Vinson of white- 
washing the B36. If the Air Force hoped, by the weight of 
its evidence, to blow sky-high any desire to discuss the general 
question of its plans for fighting the next war, it is likely to 
find that it has under-rated the tenacity of the Navy. 


* * * 


Blackballs for Five-percenters 


The B36 rumours involved the giants of the industrial and 
political world, but at the same time a Senate sub-committee 
is investigating the pygmies, the little businessmen who cannot 
employ their own Washington representatives, and the hangers- 
on of government officials who claim to be able to influence 
the letting of government contracts. The activities of these 
five-percenters (so-called because that is the sum they charge 
for their services) have recently been smelling increasingly 
unsavoury. They were brought to the surface by the 
Republican New York Herald Tribune, whose undeniable 
devotion to clean government was perhaps stimulated by the 
opportunity to embarrass the Administration. The newspaper 
story centred round a Mr Hunt, who naturally reappears in 
most of the samples which the committee, after a detailed 
private analysis, is now exhibiting at public hearings. But 
the name of Major-General Harry Vaughan, the President’s 
bustering military aide, stands out with equal frequency from 
the moress of deep-freeze units and race-tracks, molasses and 
perfume, Greek bootblacks and chemical warfare chiefs. 


It is doubtful whether any real evidence that government 
ficials have acted illegally will emerge from this inquiry, 
but it has certainly made it even more desirable, although 
litle more likely, that Mr Truman’s indiscreet crony, General 
Vaughan, should be eased out of the White House. The 
publicity given to the investigation may, however, show busi- 
nessmen that the five-percenters are not worth their com- 
mission: one of them was quite unable to conceal the 
hearsay nature of his “ private” information or the roundabout 
toute followed by his “ direct” contacts. Publicity may also 
pethaps lead official society to blackball, at least temporarily, 
the More notorious of the “ pedlars of influence.” 


There are also more concrete remedies available. Other 
ences might copy the attempts of the Department of 
Defence (in any case responsible for a high proportion of 
Svernment contracts) to make go-betweens unnecessary. 
Small business liaison officers have been appointed to its local 

and a special information bureau on military procure- 
ment has been opened in the Pentagon, its Washington head- 
afters, where unfortunately the maze of corridors may prove 
iinost a8 confusing as red-tape, The sale of influence by 
lied wi employees can be curbed by regulations of the 

which some departments already have, and which are 
vi wet, i@ a Bill passed by the Senate in connection 

the Reconstruction Finance Corporation. Officials of that 


x been transferring to highly-paid posts with. firms. 


had received RFC loans on their recommendation ; the 


Senate Bill forbids any-REC employee to accept such a ‘post : 
for. two years after leaving.government service. . inant 
* eer a aires 


+, FF 


ICI in the Webb-Pomerene ae 


At the close of last week, the US Government won the 
first decisive round in an action. which may clarify the relation- 
ship between the Sherman Anti-Trust. Act and the, Webb-, 
Pomerene Act of 1918 which was designed to legalise the 
development of export trade ossociations. The defendants in 
the case included Imperial Chemical Industries and its New 
York subsidiary ; the United States Alkali Export Association ;' 
and many leading chemical producers in North America. 

Only the briefest details have so far become available on 
this side of the Atlantic, and it seems safe to conclude that 
litigation, in this case as in so many others, will be taken far 
beyond the Federai District Courts. But the initial judgment 
is interesting because it is the first occasion on which the US’ 
courts have determined that the Webb-Pomerene Act gives 
no more than a closely circumscribed exemption to the 
Sherman Act. It is possible to argue that the “intent of 
Congress” in this respect may be less difficult to recognise 
than in some other aspects of anti-trust law. But until last 
week, at least, there was no clear legal ruling that could 
sustain the now successful government plea that cartel 
arrangements, embracing the division of world markets, would 
bring the participants within the boundaries of the Sherman 
Act, which regulates domestic trade. 


* 


Problems raised by this judgment, however, may well offset 
substantially any benefit arising from a possible clarification 
of anti-trust law. The Webb-Pomerene Act does permit export 
associations to limit competition among their members and 
to act, in some measure, in restraint of wade. But, between 
the permissible area where such organisations may promote 
their interests by “price protection,” and the twilight zones 
approaching “unlawful restraint” (i.e. the imposition of 
barriers against non-members, the restriction of imports, or: 
direct interference with domestic trade), there is a wide field 
in which the businessman may falter, and the commercial 
lawyer thrive. 


Certainly no single ruling can bring a clear line of demarca- 
tion between permissible and “ unlawful” restraints of trade. 
And this conclusion leads to an interesting speculation on the 
utility of the Webb-Pomerene Act itself in relation to the 
postwar commercial policy of the United States. The Act 
was passed on the assumption that American firms engaged 
in foreign trade should be enabled to battle, on more equal 
terms, with foreign cartels and export associations, formidably 
larger, decisively stronger, and buttressed by foreign govern- 
ments. Few would be prepared to deny that such dangers 
may in the future exist, or to assert that the dangers attaching 
to. government intervention have diminished, though few, 
equally, could deny that the intervening years have brought 
a tremendous accretion of strength to the average American 
unit engaged in export trade. But if American commercial 
policy is to triumph, if GATT and ITO are to become recog- 
nised trademarks for world exporters, Washington can scarcely 
sustain a law which establishes for exporters a standard less 
rigorous than that applied to firms engaged in domestic trade. 
A recent survey by the Department of Commerce, which noted 
possible divergences between the ITO Charter and the Webb- 
Pomerene Act, serves as a somewhat paradoxical comment on 
the first legal ruling that binds that Act to the Sherman Act. 


* * * 


Republican Teamster 
With the start of the 1950 Congressional race only a year 
away, it is time to prepare the Republican wagon for the 


victory that is needed to eclipse the memory of last year's 
catastrophe. The first requirement was to get rid of ugh 
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Scott, the Dewey appointee to the chairmanship of the party’s 
National Committee. He had remained insecurely in the 
driver’s seat but had been quite unable to get the wagon 
rolling, since the various horses in his team refused to pull 
in the same direction. Even worse, with him as teamster, 
there were no offers of funds to equip the wagon for the contest. 
Last month Mr Scott climbed down from a perch that had 
become too hot to hold him and a miniature national conven- 
tion, complete with private smoke-filled rooms and public 
backslapping, was held to choose his successor. 

Victory in 1950 depends on reharnessing the midwestern 
voters who broke away in 1948 ; for that reason Mr Dewey’s 
friends from the big cities chose, without enthusiasm, a South 
Dakotan farmer for their candidate. But at the moment organ- 
isation and money are needed to get the team into training, 
therefore Mr Guy Gabrielson from New Jersey, with political 
experience and excellent Wal] Street connections, had the 
support of both Taftites and Stassenites, whose alliance is 
becoming such a dependable feature of the Republican land- 
scape that it is permissible to wonder whether it will remain 
there until the Presidential campaign. The combined boost 
of conservatives and liberals (in so far as liberalism can be 
found in the National Committee) pushed Mr Gabrielson into 
the driver’s seat, but his majority was so narrow that he will 
certainly need all his political talents if he is to keep his 
pledge of “ building a united, driving, progressive organisation.” 

His first test is likely to come in the group of National 
Committeemen and members of Congress who are to draft a 
statement of principles for the 1950 campaign. Mr Hoover, 
celebrating his seventy-fifth birthday in a glow of polite 
acclaim, gave them an elder statesman’s theme: “The United 
States is blissfully driving at top speed down the back road 
to collectivism.” But working politicians know that voters 
find bliss very alluring. Senator Taft has a more practical 
formula, which he upholds with sincerity and conviction and 
which combines moderate progress at home with moderate 
reaction abroad. He is about to begin a three months’ speak- 
ing tour, in which he will explain his position to the people 
of Ohio, in preparation for his campaign for re-election next 
year. He is setting out in plenty of time on the road which he 
hopes will lead to a Presidential candidacy in 1952 and along 
which his advance will certainly not be delayed by the fact 
that the hand on the Republican Party’s reins is that of his 
friend, Mr Gabrielson. 


* * * 


Rail Rates Rise Again 


The latest award by the Interstate Commerce Commission 
(which becomes effective on September 1st) wil! enable the 
railroads to increase their freight charges by a flat 4 per cent 
on top of a temporary advance of over 5 per cent allowed in 
January. At the close of last year, the companies were seeking 
a rise of 13 per cent on the levels then prevailing Of this, 
they have now secured rather more than 9 per cent, and rates 
on goods traffic are almost 60 per cent higher than in mid- 
1946, when the ICC first began to take a more sympathetic 
view of the industry’s problems. 

On estimates submitted by the ICC, increases granted in 
the postwar period amount to more than $3 billion yearly. 
The railroads, however, are now facing much more severe 
competition from other transport services, and rate increases 
no longer automatically assure a commensurate improvement 
in operating revenues. Industrial output is generally lower, 
and the short working week in the bituminous coal mines is 
damaging many railroad companies. For most of the present 
year, the volume of goods traffic has been sharply below the 
comparable level in 1948 and, over the first six months of 
1949, net operating revenues of Class 1 railroads fell by 25 per 
cent to $312 million. Higher rates provide a short-term solu- 
tion, but they do nothing to correct the rigid costs structure 
from which the railroads are now suffering. Next month, 
moreover, when the new rates become operative, the industry 
must adjust itself to a 40-hour week for the so-called “non- 
operating” workers. The ICC declares that “much more 
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must be done to increase efficiency and reduce costs” As, 
somewhat sardonic comment on the award, many- ' 
are seeking permission to reduce rates on particular 
in order 10 meet competition from road transport, 


* * x 


Foundations of Charity 


Britain has good reason to know that, in the first quarter 
of this century, America’s great industrial pioneers, ty 
Carnegies, the Rockefellers, the Harknesses and their cop. 
panions, discovered a way to ensure that their incredibj 
fortunes should continue pioneering after their deaths. Th 
money they made, by exploring the potentialities of steel, oil 
tobacco, retail trade and so on, has been devoted to the advance. 
ment of human knowledge and the well-being of mankind by 
means of the charitable foundations which they established 
with their millions. It is along the trails blazed by thes 
endowments that America’s medical and scientific research, 
public health, social services and education have travelled to 
their present high levels. But individual philanthropists an 
government agencies have now settled most of the 
originally opened up by these benevolent funds and, if they 
are to carry on the pioneering traditions of their founder, 
they must find new frontiers to cross. 

Yet reliable and cautious trustees, presiding over larg, 
well-established organisations, naturally tend to keep to te 
original tracks, even though they have now become w- 
marked roads. It is calculated that the foundations are stil 
spending nearly half their appropriations on medical and heal) 
research, while another third goes to universities and schook 
and the rest mainly to social work. Then, too, trustees a 
under constant pressure to scatter their resources in smi 
amounts over many fields or to put income into reserve i 
order to safeguard their assets. It was to avoid the dead hand 
that is closing over so many of them that Julius Rosenwad 
stipulated that his fund of $22 million should be spent ins 
generation, to give new opportunities to all Americans, ai 
especially to Negroes. The Twentieth Century Fund is ox 
of the endowments that has found new lands to chart; it* 
now concentrating on research and public education a 
economic questions, with the work being done under its ow 
auspices instead of by grants to other institutions. Ty 
Carnegie Corporation is another: it has decided that the tm 
has come to give up its library work ; as a result it has bea 
able to finance the new Russian Research Centre at Harvad 

The foundations may have been crowded out of the 
original fields by the extended scope of governmental activilj, 
but the high taxation which this involves explains the rece 
increase in the number of such foundations, since charitabk 
and educational organisations are exempt from Federal incom 
tax, and contributions to them from estate and gift taits; 
when calculating net income for returns, deductions may als 
be made for charitable purposes. Out of some 5,000 organist 
tions which use the name of “fund ” or “ foundation,” tet 
are now about 500 which are genuine, charitable and edie 
tional trusts, with a capital of $2 billion and an average ansul 
expenditure of $100 million, 

The largest is the Ford Foundation, with assets of om 
$200 million, which include nearly all the non-voting stock 
the Ford Company, bequeathed to it by Mr Henry Ford a 
his son, who thus escaped the danger that death duties mig 
force the family to lose control of the Company. Although # 
this case the income presumably does go to charity, the Fat 
Foundation is one of many of the newer foundations 
publish no details of their expenditure and who thus lay thet 
selves open to the suspicion that their purpose is not Pt 
thropy but tax avoidance. The most publicised case has bee 
that of the Textron Trusts, which were investigated 
Congress last autumn. They were found to have accumulate 
by means of their tax-exempt status, large amounts @ @ 
needed for the textile enterprises of which their fou! 
head, but to have given practically nothing to the 
which they were set up to aid. 
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IN THE UNITED STATES 


With a coast to coast network of 
correspondent banks, a New York 


‘ 
office of Barclays Bank (Dominion, Colonial and Overseas), 


and a representative in San Francisco covering the West 


Coast, we can : 


@ Get information for you on United States markets; 


@ Introduce you to agents who can handle your goods ; 


@ Provide all the necessary banking services. 


THE BARCLAYS GROUP OF BANKS 


* TO ALL WHO EXPORT TO THE ARGENTINE 





Get in first 
-and with ‘factory-fresh’ goods— 


on this reopened market 


ar and woollen textiles and 
Piece-goods, glassware, china- 
ware and electrical equipment — all 
these British products which can 
again be imported into the Argentine 
ate especially suitable for shipment 
by air. Air freight enables you to 

competition and avoid dock 
Congestion, and it delivers your 
goods in ‘ factory-fresh ’ condition, 
free from the effects of manhandling. 


Purthermore, the lower insurance, 
Warehousing and packing costs in- 
volved mean that it is often actually 
Cheaper to ship by air than by sea, Itis 
worth remembering, too, that ship- 
pers by air can enjoy all the com- 
mercial facilities—including control 

Boods until they are paid for— 
tha: are available to shippers by sea. 

British South American Airways 
Operate the most frequent—and 


S) Shap ly 
BRITISH SOUTH AMERICAN AIRWAYS 


London, W.1. 


11 Albemarle Street, 


therefore the most time-saving—air 
freight service to Buenos Aires and 
other principal South American 
Cities, and they can carry almost any 
type of goods: consignments of up 
to four tons, or even more by 
special arrangement. 


Buenos Aires - - 22s. Id. 
Kingston, Jamaica - 13s. 10d. 


Rio de Janeiro - - 19s. Id. 
Santiago - - - - 23s. 6d. 
Subject to alteration 
Rebates: Shipments of over 45 kilos 
are subject to 25% quantity discount 

rebates. 





Fast services also to Natal, Sdo Paulo, 
Montevideo, Lima, Havana, . 
Panama and the West Indies ; and a weekly 
special freighter service between London, 
Lisbon, West Indies and Central America. 


hin=by 


Telephone : Regent 414] 


Telegrams: Reserflite, London 









...the Barclays 
Group can help 









IN CANADA a 

Ba: 

Barclays Bank (Canada), a Canadian i 

; Chartered Bank, with branches in Br 
Montreal, Toronto and Vancouver offers the same i 
services in Canada. th 


IN THE UNITED KINGDOM 


ores 


Ask any Branch Manager of Barclays 

; Bank Limited to explain to you how 
easily exporters can make use of these facilities, or write 
direct to 54 Lombard Street, London, E.C.3. 


ASK YOUR OWN 
LOCAL BANK FOR 


NATIONAL CITY BANK 


DOLLAR 
TRAVELERS’ 


CHECKS 


ISSUED BY 
THE NATIONAL CITY BANK 
OF NEW YORK 


LONDON OFFICES 
117 OLD BROAD STREET, B.C.2 11 WATERLOO PLACE S.W:1 
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THE. WORLD OVERSEAS 





First Week at Strasbourg 


(From Our Special Correspondent) 


S the Council of Europe began its second week of existence 

in Strasbourg (with a day’s holiday to recover from the 
wine festival of Colmar), the ten Foreign Ministers who had 
watched over its tenderest days departed for their capitals. 
Although they had seen some of the stripling’s protective 
clothing cast aside, although there had been robust and defiant 
cries from the Consultative Assembly and more than one 
Churchillian growl, they probably felt that the tor new 
European spokesmen would now be better left alone, to dis- 
cover for themselves some of the facts of international litc. 
They are, after all, now under the charge of M. Spaak. By 
a lucky chance he had one day been a leading member of the 
Committee of Ministers and Belgian Foreign Minister ; and 
the next he had become a parliamentarian out of power and 
ready to take the chair in the Assembly. 


M. Spaak is playing with great skill the role of a stern 
but judicial uncle, who can also be jovial and argumentative 
without losing one jot of his authority. With this vigorous 
and only mildly socialist personality in the chair there will 
be no nonsense, no disorderly procedure, no serious tamper- 
ing with the constitutional rules laid down in the Statute that 
he helped to prepare. If it can learn to begin work punctually 
and stick to the point, the Assembly has now some chance 
of getting through its agenda by the end of August—a prospect 
that seemed hopeless in the debates of last Thursday and 
Friday. 

It is difficult as yet to say anything more about the dignity 
and prospects of the Consultative Assembly. It has not yet 
found a style or spirit of its own. Is it the organ of new 
voices, the medium of new forces in Europe, which give it an 
irresistible power to force governments towards great acts of 
European policy ? Or is it an amateur advisory body, care- 
fully picked by the men in power and girt around with restric- 
tions which will prevent it developing too much weight and 
too much voice ? 


Individuals or Parties ? 


Clearly, the Assembly is not yet certain on this point. 
Indeed it hardly can be till it has shown its capacity to define 
in workable form proposals that can be passed as recommenda- 
tions to the Committee of Ministers ; and before it can do that 
there are one or two great issues to be thrashed out. It has 
to be discovered by just how much the anti-planners can 
out-vote the planners ; by what methods the various parties 
can keep their federalists and impatient visionaries in order ; 
whether Right and Left will allow. a centre group to establish 
itself, in which practical recommendations can be agreed on 
which will command a two-thirds majority in the Assembly, 
In theory, of course, everyone here thinks and votes as an 
individual. In fact one powerful and highly organised inter- 
national party already exists—that of Mr Churchill—and the 
second week should show whether an opposition of Socialists 
and progressive Catholics can or will mobilise itself as well. 


By next week the Assembly should have spent five or six 
days debating the three crucial items of its agenda. One of 
them only was proposed by the Committee of Ministers ; the 
other two were proposed by the Assembly after some rather 
irritable debating, in which it seemed to be assumed that the 
Ministers would be stubborn and suspicious in their attitude 
to any attempts by the Assembly to change or add to its 
agenda. (In fact the Ministers were reasonable; and Me 


Churchill, who had been preparing a charge in the spirit of 
1789—or perhaps 1911—found he had been shaking his lange 
at a shadow). 

These three items will raise every argument and issue tha 
cuts across the national groupings of the Assembly: first, the 
changes in political structure needed to get closer unity between 
members of the Council of Europe ; second, the kind of 
measures needed to achieve the Council’s aims and to assure 
the human rights it claims to defend ; third, the role that the 
Council should play in economic matters. Frank discussion 
on the first and third of these should bring some clarity of line 
into the vague Strasbourg atmosphere. For Mr Churchill 
and his principal followers do not really want the federation 
of Europe, and they certainly do not want to find themselves 
advocating here the central economic planning which they 
denounce so explicitly at home. Likewise, the Socialists are 
not really ready to make sacrifices of sovereignty to an inter- 
national body, especially in circumstances which would give 
the Right the kind of effective majority it has here. It is better 
that these inhibitions should be dragged out in debate, and 
that honest criticism should disperse some of the dishonest 
illusions about European unity which have been created by 
oratory at social occasions and by journalists anxious to produce 
a dramatic and hopeful story for the dog days of August 


Need for Practical Proposals 


With these fundamental debates out of the way, it might 
then be possible for a re-grouped Assembly to produce some 
recommendations on relatively small but practical matters 
which could be carried out by ministers before the next session 
next year. On the agenda are proposals for a European pas- 
port, for a programme of public works, for co-operation in 
scientific research and cultural matters, and for arrangements 
which would enable a European worker to enjoy full rights 
to social services wherever he may move. Some progress is 
these matters would make it possible next year for the Assembly 
to establish its proper relation with the Committee of 
Ministers: that is to say, the Ministers would report progress 
and the Assembly would express satisfaction or the opposite 
with what its masters had done. At that point, 100, the 
Assembly might divide into defenders and critics of th 
Ministers, a division which would begin to give some reality 
to its claim to constitute a European parliament—a claim 
which is already being made most inaccurately and somewhtt 
irresponsibly. 


The most striking feature of this first rather disorderly 
week has been the British predominance in the Assembly, Tht 
very first day of debate provoked Mr Morrison into a 
little speech which exposed him to a statesmanlike but mit 
chievous rebuke from Mr Churchill, who had previously beet 
deprived of the opportunity for a great oration. And so it has 
gone on. The British have talked more than anyone ¢ls: 
they have provided all the best stories in the coulisses: they 
have brought a little of the hurly-burly of the Hous. a 
Commons into the grey and somewhat wagon-lit atmosphett 


of the Assembly chamber, 

a manners have not been too good, cither 
the Right or pr eeerpeipn Godenes for the Left ® 
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one marvels at the confidence and glibness with which the 
advocates of Empire are committing the British to leadership 
in this so far shapeless enterprise. It is something more than 
the fact that Conservatives are demonstratively at home with 
coffee and sweetbreads while Socialists look surreptitiously. for 
pois of tea and kippers. It is the fact that they are in power 
at home and have no mandate to go very far with European 
ynion, The men of the Right are in the majority here ; to 
support them may run counter to domestic responsibilities, To 
oppose them lays the British Socialists open to the charge of 
being reluctant, unenthusiastic and even cynical. 


Pressure Group Lobbying 


Doubtless Mr Morrison will try to stop the rot, and will 
wake steps to see that the thirty-four or five votes needed to 
yeto the moves of the Right will be available if necessary. He 
will also, doubtless, challenge the sincerity and explicitness of 
the programme of the European Movement, of which Mr 
Churchil] is the main exponent. Unless something like this is 
done, or unless the French--so far silent and apparently 
bewildered—oust the British from their dominating position in 
debates and commissions, it is difficult to see how any recom- 
mendation to Ministers can get the two-thirds majority needed. 


For a while, then, Strasbourg may look like the talking-shop 
Mr Bevin first feared, then perhaps hoped, it would become. 
And in and around the Assembly there will be manceuvrings 
and lobbying which will depress the younger enthusiasts. But 
the hard-hitting talk and the astute manceuvring will give to 
the Assembly just the life and vigour it needs. Delegates will 
learn a Jot, the British Labour delegates in particular. The 
economic arguments of the Right will have to be treated 
seriously, coming as they will from delegates who are no longer 
ready to accept at their face value British accounts of Britain’s 
economic achievement, And the Right itself will be obliged 
to clear its mind. It cannot be allowed to enjoy indefinitely 
the Juxury of advocating free enterprise with one voice and 
European planning with another. It will have to explain just 
how it proposes to achieve economic integration—if it really 
wants it—without cartels, without restrictive practices and 
without antagonising the whole trade union movement in 
western Europe The European Movement, whose lobbying 
on American pressure group lines is beginning to get on 
delegates’ nerves, may find one or two bluffs called. 


~ Germans at the Polls 


[FROM A CORRESPONDENT] 


Doctor Konrap ADENAUER has stoutly defended his country 
against reports in the foreign press that a new wave of 
nationalism is rampant in Germany. The results of last 
Sunday’s national elections, in which his party, the Christian 
Democrats, with their Bavarian affiliate, the Christian Social 
Union, came out at the top of the poll, prove them to be base- 
less, he maintains. Nevertheless it was the former Nazi 
ckment which decisively shaped the final figures. Of the 
new voters who have become eligible since the last 
sate elections, the vast majority are Nazis cleansed in the 
“giving trough of the denazification laws, or Hitler Youth 
now of voting age. Three million of these votes went to four 
blatantly right-wing extremist splinter parties, and another 
million bolstered the fortunes of the right wing Liberal Demo- 
“tats, Over a million votes cast for independents and 800,000 
‘poilt slips certainly did not come from the left. 


The vast body of more moderate elements is looking narrowly 
at the electoral law which has thus disturbed the placidity of 
their former monopoly. Under the partial proportional repre- 
‘emtation procedure adopted by the Bonn Assembly, western 
Germany is divided into 240 constituencies, each electing one 
member by direct franchise. The remainder of the nominal 
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total of 400 deputies are chosen from the party reserve lists — 
established in each of the eleven member states, Under the 
d@’Hondt system of counting, the total votes gained by each 
party in the state are set out at the head of separate columns. 
Parties with less than five per cent of the votes and the figures 
for independent candidates are ignored. 

Each total is then divided successively by 1, 2, 3, 4, 5 and so 
on. Starting with the total of the leading party, seats are then 
allotted to the next lowest figure in succession until the total 
number of candidates, both indirect and direct, for the state is 
reached. If each party has elected less candidates by direct 
vote than it is entitled to proportionately, then it may draw 
the difference between the two figures from the reserve list. If 
a party has received more direct mandates than it is entitled to, 
those candidates remain clected, but the difference is added 
to the total number of candidates allotted to the state and these 
extra members are chosen from other parties. 


Even a system so perfect in its complexity as this has its 
anomalies in practice. Independent candidates, with five per 
cent of the total vote, obtained only two members or one-half 
per cent. On the other hand, the Communists with 15 
members, the leftish catholic Centre party with ten and the 
German (ultra) Right party with five, owe their representation 
in the new Federal Parliament entirely to the reserve list, as 
they did not elect a single candidate by direct suffrage. ‘The 
Bavarian, German and Reconstruction Parties obtained two- 
thirds of their members from the reserve list, which also came 
to the rescue of such party stalwarts as the Communist leader, 
Max Reimann, the Minister for Food and Agriculture, Hans 
Schlange-Schoeningen, and Professor Theodor Heuss, leader 
of the Liberal Democrats and federal president presumptive, 
none of whom succeeded in their constituencies. It has also 
provided a back door for several score party hacks who would 
otherwise be excluded from the active political life they can 
hardly be said to adorn, 


Rise of the Splinter Parties 


The campaign provided one of the dullest national elections 
on record. And when 24 million people heaved themselves out 
of what was indistinguishable from apathy, to vote along pre- 
conceived lines on the grounds that if they were going to have 
a quasi-government, they might as well have some say in its 
composition, they surprised themselves as much as they did the 
outside world. Even violent attacks on the occupying powers 
by Dr Adenauer and Dr Kurt Schumacher, leader of the Social 
Democrats, did little to erase the distaste their two parties had 
caused by the protracted bumblings and bickerings during the 
framing of the Bonn Constitution. If they had been a little 
quicker and shown a little more spirit of compromise, the 
smaller parties now plaguing them would probably not have 
had the ume or the reasons for organising themselves. 


The splinter parties provided every vagary between the 
waving of red, white and black flags and the singing of the 
forbidden Deutschland iiber Alles by the German party, 
the daubing of swastikas and Hitler moustaches and cowlicks 
on Opposition posters, to sporadic efforts by the Bavarian party 
to enlist the support of 82-year-old Rupert of Wittelsbach, heir 
to the Bavarian crown. Denigration of the established parties 
and thinly-disguised appeals to neo-Nazi sympathies provided 
their chief weapons, with most regrettable success. With 
loftier phrases and far more genuine idealism, certainly among 
their leaders, in favour of {freedom of enterprise and the indi- 
vidual, the Liberals found in the outcome that they had been 
catering for the same public. 


The two chief protagonists, the Christian Democrats and the 
Social Democrats, are surveying ruefully the gaggle of minor 
Franckensteins their violent and vindictive abuse of each other 
during the election campaign served so largely to bring into 
existence. It is an open question who is more embarrassed, the 
Socialists at being kept out of power by the eldritch cacophony 
of an extreme right wing, or Doctor Adenauer for having to 
depend on such disturbing elements for his majority. 
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Ethiopia and Eritrea 


[FROM A CORRESPONDENT RECENTLY IN EAST AFRICA] 


By 37 votes to 11, with two abstentions, the May Assembly 
of the United Nations awarded the whole of Eritrea to 
Ethiopia. The project failed because the Bevin-Sforza plan 
for the ex-Italian colonies, which was to stand or fall as a whole, 
failed on other clauses. The September Assembly is due to 
tackle the problem again. A clear majority of the inhabitants 
of Eritrea are now hoping for a different verdict. The bulk 
of the Unionist party, which is the Christian group represent- 
ing, at a guess, 40 per cent of the population, which is related 
by race, religion and language to the Tigrai province of 
Ethiopia, and which lives in the area round Asmara, is faithful 
to Ethiopia. All the other parties, Moslem and Italian, have 
now made common cause in their aversion to Ethiopian 
annexation. They have joined in an Independence Front. 
They demand what this name implies—‘ with possibly a 
limited period of international tutelage.” They are sending a 
“ strong delegation” to Lake Success in the hope of reversing 
the May verdict. 


A visit to Ethiopia as well as Eritrea suggests that they have 
something of a case. The Emperor Haile Selassie claims 
Eritrea partly for strategic reasons—twice in his lifetime it has 
served as the base for an Italian attack—but chiefly on 
economic grounds, and superficially, at least, the latter looks 
more valid than the former. Possession of the Eritrean coast- 
line would give him an outlet to the sea, while his great 
hinterland would furnish Asmara and Massawa—a town and 
port swollen by the traffic of two wars—with a body to match 
their head. But is Ethiopia in a position to take on a territory 
that is, administratively speaking, years ahead of it, and that 
has proved a financial liability even to Britain ? 


The Emperor has engaged an American economic mission, 
appointed Britons and Swedes to train his army, air force 
and police, chosen an American governor for his state bank, 
given the Russians permission to open a modern hospital in 
Addis Ababa, and has granted a concession to the American 
Sinclair company to prospect for oil. Ethiopia today abounds 
with foreign advisers. There are 17 nationalities on the state 
bank staff alone. But their advice is not taken. Two modern 
wars have not really changed the Ethiopian skin. Despite the 
efforts of the Emperor and of the few minds like his, and of the 
foreign employees, local pride and conservatism still prevail. 
Good men who went to Ethiopia full of resolve to do a proper 
job have therefore tended to resign. Some notable exceptions 
struggle on in the teeth of Ethiopian masters who cannot keep 
an appointment or remember to pay over the money for wages 
and salaries on the right day. But a mixture of ignorance and 
sheer lack of funds tend to defeat their best efforts. Far too 
many of the foreigners who remain have therefore become 
content to draw their salaries and do nothing. 


Why is there no money to pay for what the Emperor wants 
to do? Allied war expenditure was, by standards of the 
Ethiopian budgets, considerable. A few small but useful loans 
in hard currency were secured just after the war—$3,000,000 
gold from the United States, Kr. 5,000,000 from Ethiopia’s old 
friend Sweden. But the handsome new American cars in which 
the aristocracy rolls round the Addis Ababa area symbolise 
the destination of most of the war earnings. A race accustomed 
by tradition to trampling on the underdog never questioned 
the absorption of these loans by a few private pockets. The 
treasury, therefore, is empty. It is not easy to reveal this fact 
in figures. The last published budget was for the year 1946 
This was balanced at Ethiopian $38,189,932, or about 
£3,800,000. Revenue was mainly from customs duties. There 
is no machinery for the collection of the existing income tax, 
while the land tax is said to be greatly pilfered on its passage 
through provincial fingers to those of officials in the capital. In 
1946, £167,000 was spent on education and £796,000 on 
defence. According to the Emperor, 50 per cent of the 1949 
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budget is being spent on education. If total expenditure i, 
as is believed, running at around £5,000,000, this Percentage 
is a remarkable figure. Yet ocular evidence of local expendi- 
ture on schools is not great. There are said to be 
children (out of a population of 10-12 million) at school at 
state expense, and some 300 students at higher schools ang 
universities in Britain and elsewhere. 


While the sellers’ market prevailed throughout the worl 
Ethiopia did well with its hides and grains, coffee and bees. 
wax. But the economics of 1949 are a different story. Sal 
are hanging fire because Ethiopia’s products are dear and of 
poor quality. Grading is unknown. Transport costs are pro. 
hibitive. It is said to cost as much to ship a car from Detroit to 
Djibouti (in French Somaliland) as to ship it by rail from 
Djibouti to Addis. It is not surprising that the trade balance 
is now adverse. Who is going to meet the continuing deficit? 


The Emperor hopes, he says, for a loan of $100 million 
from a source in America—maybe the World Bank, maybe the 
Export-Import Bank, maybe the private investor. But will he 
get it if he stands out—as in British experience he has always 
done—for his own terms ? These are: no guarantees to be 
asked as to how the money shall be spent and no safeguards 
to be imposed in the shape of joint development trusts, of 
any other such devices for ensuring some degree of foreign 
management. The overseas investor of 1949 is growing chary 
of loans poured into the sieve of a primitive administration 
He is unlikely to swallow the propositions of a country where 
improvements seldom materialise, where the once good Italian 

: roads have been a 
lowed to fall into com- 
plete disrepair, and 
where the provinces, 
for lack of communia- 
tions, are only under 
remote control from 
the capital. He is 
ready to lend, but only 
under conditions which 
most Ethiopians would 
find unacceptably 
humiliating. 

But it would & 
wrong to assume from 
this depressing picture 

r that the country & 
in any disorder. The Emperor is supreme. There att 
no more provincial rases to question his authority. The 
church, tough and powerful, is at his back. The “revolt” 
reported by Rome in May last was only a local brawl about 
the rights of a dismissed provincial headman. It was put down 
by the police with traditional brutality. Shiftas, who ate just 
ordinary bandits, make raids on most roads, but get 1 
dealt with if caught. They do not molest foreigners who cai 
travel anywhere in the rickety cars which still provide a livel- 
hood for some 6,000 Italian beachcombers, and which are tt 
only mechanised means of getting about from province © 
province. 

It is fashionable among the Emperor Haile Selassie’s mally 
admirers, African and European, to venerate Ethiopia as a land 
successfully independent and storiedly noble. Anything thi 
its ruler proposes, whether it be a loan or the acquiring # 
Eritrea tends to be regarded as due to him in compensatio 
for the raw deal that he suffered at the world’s hands whe 
Mussolini attacked him. But is his case in equity the oly 
consideration ? 

He has no money to maintain Eritrea even in its preset 
state of repair. It is a financial liability to any owner; evea 
under careful and experienced management, it has cost 0 
British tax payer, in the years 1941-48, £1,439,522 in gras 
in aid to cover budget deficits (or if the large sum of 
spent on the relief and repatriation of Italians be deducted 
from this figure, £585,000). He would acquire, in 
to 475,000 Christians of his own race, 570,000 Moslems, 234° 
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Italians and 25,000 sons of Ttalian fathers and Eritrean mothers, 
some of whom are far more politically advanced than his own 

Je, and none of whom want his rule. Massawa is a good 
port but is a very long road haul from the productive part 
of the Ethiopian plateau. Would not it be equally accessible, 
and far less of a charge on Ethiopia’s slender means, if it were 
under international management ? In any case, the once fine 
Italian roads, still not too bad in Eritrea, have in parts of 
northern Ethiopia practically disappeared. Last but not least, 
Eritreans are far more accustomed to modern ways of life than 
are Ethiopians. By comparison with Asmara, Addis Ababa is 
an untidy village. Might not the tail want to wag the dog ? 
A few Ethiopians see these drawbacks. They are rumoured 
to include the crown prince. But among most, the idea of 
more territory, of access to the sea, and of greater grandeur 
inevitably prevail. Thus evidence collected on the spot all 
points to the conclusion that a period at least of trusteeship 
for Eritrea would benefit the Empire of Ethiopia as well as the 
Eritrean people. 


Co-operative Farming in 
Eastern Europe—II 


[FROM OUR SPECIAL CORRESPONDENT] 


In Hungary, Bulgaria and Jugoslavia co-operative farms have 
been formed ever since the new states came into being at the 
end of the war, but up to last year there were not very many 
in existence in any of these countries. During the past year 
their numbers have increased enormously, and there can be 
no doubt that this increase is due to a tremendous drive on 
the part of the governments concerned, In Jugoslavia in 
July last year there were 800 producer co-operatives ; there 
ate now 3,700 (comprising 7.8 per cent of its arable land). 
Bulgaria, which last year had less than 500, now has 1,342 
(comprising 12 per cent of arable land). Hungary has 2,800 
this year (comprising 1.1 per cent of arable land). The govern- 
ments of all three countries insist that this co-operation is on 
a genuinely voluntary basis, but there is no doubt that during 
the past year moral pressure and propaganda to the peasants 
has been very strong, and in some cases it is clear that pressure 
has not only been of the moral kind. Kolarev’s speech to the 
Bulgarian Communist Party Executive on June 11th and 12th 
admitted that land had been confiscated from peasants who had 
been unwilling to join co-operatives, that others had been 
forced to give up good land to co-operatives and given poor 
in exchange, and that the voluntary principle had been violated. 
It would be surprising if this were only true for Bulgaria. But 
it seems to have been the experience of all three countries that 
the policy of force does not pay and may be a serious danger 
in countries that are predominantly agricultural. The official 
Policy today in each of these countries seems to be that 
teluctant members of a co-operative are a liability rather than 
an asset. As one Bulgarian official said: “A disgruntled 
member of a co-operative can poison a whole group ; we only 
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want people who are willing to join ” ; and in order to persuade 
the peasants to join the co-operatives the governments are 
doing everything to make the co-operatives a material success. 


Material inducements are quite considerable. The state 
gives cheap credits to new co-operatives, they can buy improved 
seed at cheap prices, get priority for machinery, use tractors 
from the state tractor stations at cheap rates. Members of 
the co-operatives are also freed from certain taxes and can 
congratulate themselves on being considered for the time being 
the most progressive part of the peasantry. Because of these 
advantages, some co-operative farms last year were able to 
boast of phenomenal increases in the output per acre, and the 
governments hope that if this can be extended to other co- 
operative farmers more peasants will join. In few villages in 
any of these countries have all the peasants joined the local 
co-operative, and the feeling of competition between the 
co-operative group and those outside it is very tense. 


As the majority of these co-operative farms are less than a 
year old, it is still impossible to tell whether this experiment 
is going to be successful. In the past two years there have 
been cases of co-operatives that failed, in Bulgaria some have 
been closed down and reorganised because of inefficient 
administration. There was a notorious case in Jugoslavia of 
a co-operative farm in which the members agreed to swindle 
the government and pretend that they could only produce 
a gallon of milk a day from each cow ; there have been cases 
in Hungary of financial failure due to the inexperience of the 
members. All these things can recur under present conditions. 
But governments are now particularly alive to the danger of 
too many co-operative farms failing, so that everything is being 
done to make the co-operatives a success. 


Payment of wages varies very much. In some farms pay- 
ment is made in kind at various intervals during the year. 
Other co-operatives have a store, and members are allowed 
to buy whatever produce they need up to a certain sum of 
credit which is deducted from their earnings when the share- 
out is made at the end of the year—that is after the harvest. 


In all three countries it is clear that the majority of peasants 
who have joined the co-operative are smal] peasants, and it is 
almost certain that if the farm is efficiently run they do better 
out of the co-operative than they did out of a smallholding 
farmed on the strip system which was what most of them 
contributed. The drive that is on at present in all three 
countries is to try to persuade the middle peasants—the 
peasants with 40 to 50 acres—to join the co-operatives. 
In Bulgaria and Hungary kulaks are in no circumstances 
allowed to join co-operatives ; in Jugoslavia they are allowed 
to join if they are considered politically and socially reliable, 
in which case they cease to be kulaks. 

As long as the governments of these countries are dependent 
on their peasants to produce food as the lifeblood of their 
economies, they are not likely to collectivise outright. They 
cannot afford the fiasco which the Soviet Union experienced 
during the enforced collectivisation of Russian peasants in the 
early nineteen thirties. There have been enough failures in 
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the early stages of co-operative farming in Hungary, Bulgaria 
and Jugoslavia to show that it can only be successful if 
introduced gradually, and the lessons of Stalin’s famous 
Pravda article, “ Dizzy with Success,” are now being carefully 
applied in eastern Europe. It seems almost certain that 
co-operative farming will become the rule rather than the 
exceptiom in these countries ; the only matters that remain in 
doubt are how the native opposition to the system of the 
majority of the peasants will be overcome, whether the system 
can be introduced without loss in output, and how long the 
process will take. It will also be interesting to see whether a 
national form of co-operative farming will be superimposed on 
the Cominform master pattern by any of the countries as the 
system evolves. 


(Concluded) 


Peron in Trouble 


[FROM A CORRESPONDENT] 


Tue Perén regime has run into heavy weather. Each of the 
three principal supports of the regime—the Army, the Catholic 
Church and the trade unions—has recently shown some signs 
of weakening. And last week, Dr Bramuglia, the Foreign 
Minister, resigned after some months of internal disputes. 


The root of President Perdén’s troubles is economic. 
During the last year and a half the international trade situ- 
ation has turned against Argentina. The injection of US 
dollars which President Perén expected to receive from the 
Marshall Plan has not been forthcoming. (In fact, only about 
$200 million was spent in Argentina during the first year of 
ERP.) Argentine prices have risen so much that, although they 
meant large revenues for the Perén regime while the food 
shortage was prevalent, they have now made Argentina’s 
customers eager to purchase elsewhere if they are in a position 
to do so. 


The year 1948 marked the turning point in Perén’s economic 
fortunes. In March of that year the government statistical 
bulletin ceased publication, while in August, the Bulletin ot 
the Central Bank also stopped appearing. Prices continued 
to increase rapidly, with the cost of a loaf of bread rising to 
one peso, whereas President Perén had boasted only a few 
months earlier that he would never let it reach that height. 
Meanwhile, much of the 1947-48 crop remained unsold and 
when the 1948-49 cereals began coming in, the warehouses 
were already half full. In the middle of July, 1949, the 
government apparently threw up its hands at any attempt to 
control prices, at least for the time being, and subsidies on a 
number of key goods were suddenly ended. 


The quickly moving inflation led to increasing pressure on 
the workers’ wages, which the government is now loath to 
increase, The result has been an increasing number of strikes 
which the government have regarded as “ illegal,” and which, 
in spite of the pro-Perén attitude of the unions concerned, 
were met with the sternest measures—the officials of the 
unions being jailed, the leaders of the strikes being dismissed 
and in many cases submitted to police interrogation, while 
an increasing number of unions were “intervened” by the 
General Confederation of Workers (CGT) and run by dele- 
gates appointed by the Confederation. 


One result of this train of events was shown in the fall in 
the Peronista Party’s vote in the March, 1949, provincial 
elections as compared with the December, 1948, national poll. 
Although the drop was not serious enough to lose the President 
control of any of the provinces, it did indicate a marked falling 
off in the popularity of the regime. 


Quarrels with the Church 


In the face of these indications of growing trouble between 
Peron and his working-class supporters, the other two stalwart 
supporters of the regime—the Church and the Army—have 
also become restless. As a result of one of the frankest political 
deals made by any Catholic Church in Latin America in 
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recent years, the Argentine hierarchy until recently has giy. 
President Perén open support, in return for allowing { 
control the educational system. But in recent 
alliance between President Perén and the Church has 
some indications of becoming frayed. It may be ise 
Church feels that in a period of Perén’s declining fo 

there is no point in becoming too closely tied to him” 
because they have finally come to realise that their aff 
with President Perén has caused the revival of fires 9 
anti-clericalism which all had thought dead in ntin 


There are probably two sources of discontent in the Anm 
ranks—although no official pronouncement has as yet been 
made: the effects of the economic crisis on the plans of t 
military leaders, and the activities of the president's 
Maria Eva Duarte de Perén. Bia 


Although there has been no public disclosure of how am 
money the armed forces have been receiving from the B 
administration, it is known that the Army and Air Force hag 
been carrying out large rearmament programmes. The iflegy 
opposition press has published information indicating. thr 
much of the money for this programme came from the pli 
of the Argentine Institute of Production and ip 
(IAPD, and with the decline of these profits it seems reasog. 
able to suppose that there has been a certain dropping of 
in the sums available for the armed forces, in spite of th 
fact that over 25 per cent of the government’s official budget 
now goes to the maintenance of the Army, Navy and Air 
Force. Furthermore, since most of the new arms have bes 
coming from the United States (though a fair share has alo 
come from Britain) the dollar crisis has undoubtedly hit the 
armed forces as well as other groups of the population. . 


The activities of President Perén’s wife undoubtedly have 
added fuel to discontent which probably had its roots in the 
economic situation. She has been exceedingly active since 
becoming the First Lady and has been particularly astute in 
winning support from among the President’s labour followers. 
In carrying out these activities, Sefora de Perén has mak 
many speeches and other public appearances, has bought 
several newspapers and carried out extensive “ social welfare 
activities” through the Eva Duarte de Perén Fund. Such 
activities have built her into a rival of her husband for influence 
among the people and have disturbed high army officers, 
The Army’s resentment against Sefora de Perén was th 
ostensible reason for a near-mutiny in the Army in February, 
1949. For a month the Minister of War, General Sosa Molin, 
refused to leave the army garrison outside the capital, in 
spite of urgent pleas by President Perén to come into tke 
city and discuss the matter. After a great deal of rumour and 
speculation, the quarrel was patched up and “peace” wa 
declared at a gala dinner at the army base at which the chic 
speakers were President Peron, General Sosa Molina—and the 
President’s wife. Only time will tell how complete the recot- 
ciliation has been. 


Army Delays and Doubts 


The final decision concerning the Perén regime must com 
from the Army. Although some foreign observers have prt 
dicted that Perén will be ousted by the Army within the next 
six months, there ure factors which would tend to prevent 
such a coup from taking place so soon, The principal factor 
is the personal popularity of President Peron and his 
and its effect on the Army. The armed forces have always 
been more feared than loved in Argentina, yet in recent yas 
because of the vast popular appeal which General Peron his 
had, the popular attitude towards the Army has change 
notably. So long as the President and his spouse miaintait 
their admittedly strong hold on the loyalty of the popula 
the Army wil! not want to risk possible fighting with the 
President’s working-class. followers which would be likely ® 
accompany an Army attempt to oust him. But, althouga a 
is doubtful whether President Perén will be overthrown 
six months, it does for the first time appear quest 
whether he will be able to fill out his full term, which do 
not expire until 1952. 
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THE BUSINESS WORLD 





Shipping Earnings and Costs 


HIPPING, except for the passenger liners which benefit 

from the summer tourist traffic, normally experiences a 
decline of activity about this time of the year. This summer, 
however, the freight market has been so quiet, and rates have 
receded to such a low level, that shipowners have begun 
to wonder whether they are not experiencing a recession 
rather than a mere seasonal fluctuation of business. Their 
uneasiness is heightened by the knowledge that a great many 
tramp ships are, by contemporary standards, inefficient, and 
will soon have to be replaced ; but while freight rates have 
fallen the prices of new ships have not. 


The general decline of freight rates from the peak of the 
immediate postwar years is not new; indeed, the average 
decline between 1946 and 1948 was about 15 per cent. The 
average rate for grain from North America to Europe in 
1946 was about 11s. 1$d. per quarter ; by 1948 it had fallen 
to about gs. 6d. For some weeks after the abandonment 
of scheduled rates last December rates as high as ros. 3d. 
a quarter were obtained, but recent fixtures have been made 
at only 7s. This fall of about 30 per cent in six months 
may not be representative ; it would be misleading to make 
general assumptions from the results of one particular trade. 
Unfortunately, no reliable freight rate indices are published, 
unless it is possible to accept the official Danish index of 
freight rates without knowing the basis of compilation. This 
index (Jan.-Mar. 1949 = 100) has shown a steady decline 
from 102 in January to 94 in June. A fall of eight points 
may or may not, in itself, give cause for alarm, but there is 
no doubt that business in certain trades has reached a point 
where some owners have to consider seriously the advisability 
of laying-up ships. With coal bunkers at their present 
price levels, no coal-burning ship can be operated profitably 
on a transatlantic grain voyage at less than about 8s. a 
quarter, and at 7s. even a motorship may show a loss if it 
happens to suffer, for any reason, the slightest delay. 


Two principal influences can be blamed for the depression 
in freight rates. First, the absence of employment for tramp 
ships in the Plate since the end of the Andes Agreement 
has increased the supply of ships looking for business else- 
where. In the time taken by one round trip to the Plate, a 
ship can make two round trips across the North Atlantic. 
Secondly, grain imports to Britain have come practically to 
a standstill, and most imports lately have gone to the 
Continent. The Ministry of Food has the monopoly of grain 
chartering through its chartering committees on the Baltic 
Exchange and has forced shipowners to cut their rates for 
grain. 


Monopoly chartering, combined with the bulk buying and 
selling of commodities, puts Government departments in a 
strong position against the shipowner, but its economic results 
are sometimes incalculable and not always to the department’s 
advantage. The Timber Control, which is the monoply 
charterer for United Kingdom timber imports, has _reso- 
lutely opposed the terms and conditions for Baltic timber for 
which British shipowners have asked. In consequence 
of the prolonged disagreement, Baltic timber imports are 
being carried almost entirely in foreign ships. The result- 


ant condition of freight rates is worth noting. 

the rate for pitprops from British Columbia declined yy 
month by about 10s. from its previous level of 1805, , 
fathom, the rate from Finland had to be advanced from 105; 
to 117s. 6d. The only people to benefit are the foreign 
vessels, mainly Scandinavian and German. 


The Plate trade has always been, and is likely to remain 
the key to the market for ocean-going dry-cargo tram 
freights, and the depressed state of the market (as of th 
meat ration) is largely due to the inability of the two Gove. 
ments concerned to come to terms promptly after th 
lapse of the Andes agreement. So few homeward cargos 
have been offering, that it was necessary to raise the rate 
from 25s. to 45S. to persuade owners to accept outward 
coal cargoes for the Plate. This rate has eased to abou 
37s. 6d. now that the new trade agreement has opened wp 
better prospects for return cargoes of grain. The new 
agreement does provide for renewed exchanges of coal and 
grain, which will eventually absorb a good deal of tonnage, 
but so far only the liner section of the industry has gained 
any advantage. Oilcake has begun to move in liner “ pa 
cels,” and soon there may be enough meat shipments 
justify the building of expensive refrigerated cargo vessel. 


The liners, too, have had their difficulties in other trades. 
The short but sharp freight war in the India, Pakistan and 
Continental trade was a sign (an expensive sign) of th 
growing competition for cargoes, which are becoming scatcer 
in relation to the number of ships available. The South 
African import restrictions, now that the initial rush of fore- 
stalling is over, have begun to affect the liners engaged ia 
trade with the Cape. Meanwhile, with liner fleets now wel 
on their way to prewar strength, tramp ships are being r 
leased from time-charter by the liner companies, and th 
volume of tonnage competing for bulk cargoes is increasing 


Chartering in the tanker section of the industry has bee 
meagre, and there has been a notable increase in the numbe 
of American tankers laid up. It is true that the market i 
always at its weakest at this time of the year ; there are alteady 
signs of a firmer tendency in forward chartering. But th 
Norwegians, who are probably the parties most keenly it: 
terested, are pessimistic. With so much new tonnage leaving 
the shipyards, it is unlikely that tanker rates will return to th 
heights of last winter. 


There has been no corresponding decline in operatiti 
expenses. The most serious handicaps in this respect a 
bunker prices, maintenance charges and port disbursemen’ 
The costs of stowage, stevedoring and other port services oo 
tinue at high levels; indeed, shipowners are contin 
having to resist demands for further increases. But m0 
serious of all is the drain on earnings represented by the o 
of unnecessary delays in port. In some ports congestioa § 
the cause, but more commonly it is fair to blame labour 4 
culties and the entrenched strength of restrictive practt® 
among dock workers, In New Zealand and Australia str 
and “holidays” are almost a matter of routine. In Um! 
Kingdom ports the recent strikes have spoilt a record of it 
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provement which had been noticeable during the previous 
twelve months. The faster and more efficient ships ate com- 
pelled to spend a greater part of their life than ever before 
idle in port, instead of at sea earning freights. In 1938-39 
the vessels of one liner company spent an average of 204 
days at sea and 161 days in port. Last year the average for 
the more modern fleet of the same company was 159 days 
at sea and 206 in port. 


British ship-repairers, though they are no longer under the 
great pressure of work which was a legacy of the war, have 
not been able to reduce their charges to any material extent. 
This means that the repair and maintenance bills for 
some ships still amount to about £6,000 a year ; before the 
war {1,000 would have been thought a reasonable figure. 
This does not mean that ship-repairing costs are six times as 
high as they were, for modern ships, machinery and materials 
often require more costly maintenance. But instances have 
occurred of owners finding it cheaper to scrap their ships 
than to repair them. 


Changes in bunker prices in recent years have put the 
coal-burning ship in an unenviable position. Although the 
prices of fuel oil and diesel oil have receded from their 1948 
peak, the cost of coal bunkers has remained obstinately high. 
When the National Coal Board increased its prices for 
bunkers by 25s. a ton in January, 1948, the Ministry of 
Transport schedule of freight rates was correspondingly 
adjusted. But freights have since been released from con- 
trol, and have fallen so low that the coal-burning tramp will 
be forced to lay up unless the Coal Board can modify its 
price policy. The differential maintained between domestic 
and export or bunker prices means that the owner of a coal- 
burning ship engaged in foreign trade pays a subsidy of 
about {12,500 a year for the benefit of home consumers of 
coal. It is no matter for surprise that shipowners are con- 
vetting many such ships to oil burning, despite the fact 
that the cost of conversion is rarely much less than £25,000. 


It is evident that shipowners are being squeezed between 
falling freight rates on the one hand and, on the other, high 
and rigid costs of maintenance and operation—and 
virtually prohibitive costs of replacement. On a falling 


Market, the owner has to watch for the point at which it 


becomes cheaper to lay up a ship than to keep it working. 
For the older and less efficient ship, the point is reached 
sooner. It follows that the desire to replag: some of the less 
economical tonnage which now forms such a large part of 
the tramp fleet is widespread. Figures published by the 
Shipping World show that at the beginning of July there 
were about 3,215,000 tons gross of ocean-going dry-cargo 
tramp ships in private ownership on the United Kingdom 
and Colonial register. Of these, 738,500 tons were 20 years 
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of age or older, while 1,915,000 tons were built during the 
war (and therefore mainly in the standard 10,000 tons d.w. 
category) and nearly 422,000 tons gross dated from the 
decade preceding the war. 


Building costs, however, are still an insurmountable 
obstacle for the majority of tramp companies. The chairman 
of one company, which was bold enough to order seven 
vessels more than two years ago, has revealed that already 
the cost of these has risen to £375,000 above the original 
estimate, a rise almost equivalent to the cost of another new 
vessel. That is a fair measure of the rise in shipbuilding 
prices that has taken place in the period. It is probable that 
building prices have passed their peak, and as time goes on 
shipbuilders will be able to quote fixed prices and firm 
delivery dates. But, even so, it is not easy to see how their 
prices can be brought down low enough to encourage tramp 
Owners to build unless there is a substantial recovery in 
the freight market. The deadlock between building costs 
and freight levels is, in fact, a symptom of the general crisis 
of production costs in which British industry as a ‘whole is 
concerned. The customers of the shipbuilding industry 
have to earn their living in an international sphere, and their 
customers in turn will not pay prices high enough to support 
an inflated cost structure in Britain. 


Some reductions in the cost of operating ships are not 
impossible, and would tend to bring in replacement orders 
for tramp ships. Reductions in the price of fuel, or a 
marked improvement in the turnround of ships in port, 
might increase the margin of profit, even on current freights, 
sufficiently to enable the high depreciation charges on 
modern tonnage to be met. Nothing, however, would 
improve the position so much as a recovery in the inter- 
national movement of goods. 


For the immediate future, there are, in fact some possi- 
bilities of improvement which might relieve the gloom that 
has settled over the freight market. The Argentine trade 
agreement will provide useful employment for tramp ships 
as well as for cargo liners. Chartering in accordance with 
the new Russian trade arrangement has already begun. 
The transport of materials and equipment to the Persian 
Gulf for oilfield development continues. The movement of 
equipment for the colonial development schemes in Africa 
will eventually, it is hoped, be matched by homeward 
cargoes of groundnuts and other bulk commodities. But, 
beyond considerations of this kind, the shipowner has to 
look for a revival of world trade, for a removal of restric- 
tions and a weakening of the rigid bilateral channels in 
which trade has tended to set, before he can with confidence 
estimate what level of costs and what scale of capital expendi- 
ture his undertaking will be able to bear. 
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HE discussions between the West Indian sugar producers 
and the Colonial Office ended last week without reach- 
ing any conclusive result. The Government intimated that 
it intended to give Commonwealth producers of sugar a 
guaranteed market at reasonable prices, but at this stage it 
was not willing to commit itself to the ten-year contract which 
the West Indians requested. This is understandable, for the 
West Indies is only one of the Commonwealth sources of 
sugar and no general arrangements can be made without dis- 
cussions not only with the other producers but also with 
other Commonwealth importers. These further talks are 
seta expected to take place in the autumn, most probably after 
Sir Stafford Cripps’s visit to Washington. There is no sug- 

gestion at present of a separate marketing scheme for Com- 

2 ; monwealth sugar producers; that would not be possible under 
the terms of the charter of the International Trade Organisa- 

: tion. But Britain has at least the alternatives either of sign- 
ing a series of long-term contracts with the Commonwealth 






producers or of participating in an international agreement 
which would include the other main suppliers and consumers. 
Britain’s own interest in sugar is twofold. If dollar imports 


are to be cut and, still more, if rationing of sugar and con- 
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4. British market and the special interests of these territories. 
It is not easy to see a solution which will induce an ex- 
pansion in Commonwealth production—presumably 
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New Regime for Sugar 


requiring a higher price—-but will avoid the added si. 
term instability for the producing countries which higher 
costs and prices may involve. 


World production of sugar, including both cane and beet 
sugar, has shown a remarkable recovery during the past thre: 
seasons, and in 1948-49 it reached 30.§ million tons compa 
with 29.1 million tons in 1937-38 and with the low point of 
21.3 million tons touched immediately following the war, 
Even the current output is not sufficient to permit consump. 
tion per head on the prewar level ; this would require a world 
production of the order of 32 million tons. From Table] 
it can be seen that the production of beet sugar in Europe 
has not yet regained its 1937-38 level ; and the present dry 
summer is likely to reduce the sugar content of this year’s 
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harvest. The increase in total output beyond the prewar 
level is attributable to cane sugar, particularly within 
the dollar area, in which the chief producers are Cubs, 
Mexico, San Domingo and Puerto Rico. Production in Com- 
monwealth countries has also increased, but not so markedly. 
In 1948-49 it reached 6,090,000 tons compared with 
§,609,000 tons in 1937-38. The largest increase 

in the British West Indies, followed by Mauritius, South 
Africa and Australia. But the Commonwealth in genet 
and Britain in particular is still a net importer of sugat, and 
these imports from non-British sources, which since the wit 
have been running in the region of 1,000,000 tons, have hal 
to be purchased mainly from the dollar area. Some 400,00 
tons of this deficit represents Canadian imports which att 
purchased with dollars, while a further 500,000 tons is ift- 
ported by Britain as raw sugar and exported after refining. 


British consumption of sugar last year amounted 1 
2,345,000 tons (refined value), of which 1,810,000 tons Ws 
consumed domestically either as food or in the manufacture 
of food. Between 1934 and 1938 annual consumption aver 
aged 2,470,000 tons of which 2,111,000 tons was for 
consumption. Production of beet sugar, however, has i 
creased from $45,000 tons (raw value), the average ft 
1934-38, to 615,000 tons in the past season. Imports of 
unrefined sugar, on the other hand, have declined from 
2,173,000 tons in 1938, of which 1,066,000 tons came fro 
Commonwealth sources, to 1,913,000 tons in 1948, of whit! 
729.000 tons came from the Commonwealth. 
sugar imports have not, therefore, regained their prewst 
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pattern 5 both a larger proportion of imports and a larger 
total quantity of sugar has to be bought with dollars, 


This year, however, some improvement should be evident. 
In March, before sweets were derationed, Dr Edith Summer- 
kill, the Parliamentary Secretary to the Ministry of Food, 
put Britain's domestic requirements for 1949 at 2,035,000 
tons of refined sugar, of which 544,000 tons were to come 
from domestically grown beet, 1,150,000 tons from Common- 
wealth sources, and 90,000 tons from dollar sources. Some 
280,000 tons of sugar from the sterling area was, however, 
to be sold to Canada against dollars, with which Britain 
would buy a similar quantity from dollar sources, Britain’s 
imports from the dollar area were therefore to be in the 
region of 400,000 tons, and this quantity was in fact pur- 
chased from San Domingo. These figures, however, do not 
take account of the import of sugar (also from the dollar 
area) which is required to maintain Britain’s overseas trade 
in raw and refined sugar and which earns dollars. This 
additional quantity will presumably be again about 500,000 
tons. 


If the export of sugar from the sterling area could be 
increased by 100,000 tons a year Britain would not need, 
on the present scale of consumption, to purchase any sugar 
for dollars, except to make good supplies sold from the 
sterling area for dollars. According to Dr Summerskill, how- 
ever, if sugar were de-rationed, Britain’s annual require- 
ment would rise to 2,§00,000 tons, in which case a further 
§00,000 tons would have to be imported. This still takes 
no account of the import requirements of other Common- 
wealth countries, such as New Zealand, Ceylon and Malaya, 
which probably amount to 250,000 tons. The immediate 
objective must therefore be to raise exports of sugar from 
the sterling area by at least 100,000 tons a year, and the 
ultimate objective by between 500,000 and 750,000 tons a 
year—if the sterling area portion of the Commonwealth is to 
be self-sufficient and unrationed. 


Consider now the second aspect of the problem—the 
need to ensure some form of economic stability to those 
colonies whose main export is sugar. The world price of 
sugar, both before the war and now, is determined by the 
amount of Cuban supplies available to the “ free market,” 
that is, to buyers other than the United States. Because 
Cuban producers receive a relatively high price for their sugar 
in the American market (owing to the high preferential treat- 
ment which Cuban sugar enjoys there) the market price for 
Cuban “ free * supplies tended to be much lower than that 
at which other producers could profitably sell. This was one 
of the causes of the depression in the West Indian sugar 
industry before the war. Colonial sugar, admittedly, 
tnjoyed a preference on the British market, but it was insuffi- 
dent to counteract the effects of the lower Cuban price. 


Mote important still is the United States interest in the 
economic welfare of Cuba. Earlier this year, there was 
‘very prospect of a glut of Cuban sugar owing to the shortage 
of dollar purchasing power outside the United States. Ameri- 
‘an production of beet sugar was smaller than was expected, 
and the exports from the Philippines to the United States 
were less than their quota, so that Cuba was allowed to sell a 

quantity to America. Even so, a large stock remained 
unsold in Cuba. With the help of ECA funds Britain has 
tecently purchased some 600,000 tons of this surplus and the 
US ity Credit Control 400,000 tons, while other 
“stern European countries took the remainder. Thus with- 
ma period of six months, Cuba, instead of being burdened 
with an unsaleable surplus, has now only a normal carry-over 
Mosk till the end of the year. This interest which the 
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United States takes in Cuban affairs makes it clear that the 
Commonwealth, quite apart from the restraints imposed by 
the ITO charter, could do little to stabilise its own sugar 
trade except within the framework of an international agree- 
ment—because to make the sterling area self-sufficient would 
in turn create a problem for Cuba. 

The international sugar agreement concluded in 1937 is 
still in force. It was originally intended to operate for five 
years but has since been extended by a series of annual 
protocols. The scheme was concerned with regulating sup- 
plies of sugar to the “ free market ” by which was meant that 
part of the international trade in sugar not regulated by 
bilateral or other preferential arrangements. Each of the 
participating countries was allotted a basic export quota 
which was increased or reduced each year so that total 
exports should cover world requirements at a reasonable 
price. Importing countries such as the United Kingdom also 
undertook not to expand domestic production above a certain 
level. No quotas have been operative since September, 1944. 


Such an arrangement as this, whereby individual pro- 
ducers could not expand their exports at the expense of 
others without the consent of these others, could hardly 
promote the necessary expansion in Commonwealth pro- 
duction at the present time, unless Britain induced increased 
supplies specifically by long-term contracts which would 
necessarily be outside the scope of the scheme. A more 
promising solution, it has been suggested, might perhaps 
be found in applying an arrangement resembling the inter- 
national wheat agreement, which guarantees sales to pro- 
ducers at prices within fixed limits. The lower limit would 
be determined at such a level as would enable Cuba to 
dispose of its “free” supplies, while the upper limit could 
be sufficiently high to encourage a larger production in 
Commonwealth areas. An element of stability might thus 
be assured to the industry without the rigidity of fixed quotas 
and without the restriction of output. Within the frame- 
work of such an agreement the British Government could 
also, if it wished, enter into long-term contracts with par- 
ticular colonies where such arrangements were regarded as 
necessary to their economic stability. If such an agreement 
allowed importing countries to meet their purchasing obli- 
gations (which operate when the price is at its lower limit) 
in their own currencies there would be no need of an escape 
clause covering balance of payments difficulties such as the 
wheat agreement contains. 


Within the framework of such an agreement it might well 
be possible to achieve the shortrun object of expanding sugar 
exports from Commonwealth countries to Britain by the 
100,000 tons necessary to avoid dollar imports. There would 
be few technical difficulties to be surmounted in promoting 
such an increase. Any effort to expand Commonwealth out- 
put by 750,000 tons—the amount needed to avoid both dollar 
imports and consumer rationing—would, however, encounter 
difficulties of a wholly different order. It is questionable, in 
any case, whether it would be wise to try to overcome them 
or, indeed, whether, when they were overcome, economic 
stability for the colonial producer could be achieved. 
Artificial price maintenance schemes or other devices to safe- 
guard producers—within relatively moderate limits—may 
perhaps be justified by the immediate compulsion of dollar 
shortage ; but limits must be set to the distortions sanctioned 
—or apparently sanctioned—even by that need. Apart from 
this, it must be remembered that sugar production, in the 
colonies at any rate, is not only a matter of a profitable price. 
Any project for large expansion would raise social problems 
which could not be solved merely by international agreements 
assuring price stability. 
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Business Notes 


Fall Resumed 


The gilt-edged market this week has staged the first 
perceptible rally since the collapse began towards the end of 
last month. Just before the weekend the market had begun 
to show a steadier tendency, with rises of a quarter or half a 
point in leading stocks both on the Thursday and the Friday. 
Weekend reflections about the significance of this minor change 
of mood seem to have persuaded the bears to close their 
positions and also induced a little investment buying. In a 
narrow and uneasy market, these relatively moderate opera- 
tions produced a wholly disproportionate effect. On Monday 
the movements in prices upwards were hardly less violent 
than they had been, in the opposite direction, on the worst 
days of the slump. Virtually every stock in the gilt-edged 
list, from the money market “shorts” to the irredeemables, 
participated in this rally, with net rises on the day extendiaz 
up to 14 points, The movement made a little further head- 
way in the early dealings on Tuesday, but the gains then could 
not be fully held, and the market relapsed, to show only a few 
rises, and fractional ones, on balance. Since then, the shaky 
morale has been undermined afresh. On Wednesday, the 
24 per cent “ Daltons,” which had closed at 73 on Monday, 
were at one time down to 703, but recovered a full point of 
this fall before the close—only to subside again during Thurs- 
day. At the moment of writing, prices are little above the 
worst levels reached last week. 


This experience plainly shows how little faith the City has 
in the possibility of any major rally in the market—at least 
until after the Washington negotiations next month. Since 
‘he collapse has been nurtured upon uncertainty, even those 
who are now beginning to be attracted by the unfamiliar yields 
now offered in the market are disposed to defer buying until 
the course of the coming discussions can be gauged. It is 
argued that, if the fall which began last month was justified, 
nothing has happened since then to warrant a different 
opinion. It is recognised, however, that the technical condi- 
tion of the market now is such that any real revival of confi- 
dence might have a very marked effect upon prices. It is 
hard to see, however, from what source such a revival could 
be stimulated. Meanwhile, the effects upon the new issue 
market of the transformation which has occurred in the yield 
structure in so short a period have been advertised this week 
by the fate of the Whitbread issue. Of the £1,750,000 of 3} 
debenture stock offered for conversion and cash to holders of 
the 4 per cent stock, no less than 72} per cent was lef: to be 
taken up by underwriters. The stock has since been quoted 
in the market at a discount of 4} per cent, narrowing later to 
about 3} per cent. 


we * * 


Easing Europe’s Quotas 

The Council of the OEEC on Wednesday made its first 
full public announcement upon the project for liberalising 
intra-European trade by eliminating quantitative restrictions. 
This was listed as an objective in the four-year programme 
published at the end of last year, and OEEC member countries 
were invited to submit their own proposals for achieving it. 
It will be recalled that, at the outset, only Britain submitted 
a plan—which it did at the meeting of the Consultative Group 
of Ministers last May, since when the British memorandum 
has formed the basis of examination of the whole scheme by 
the individual countries and by the appropriate sub-committee 
of the OEEC. The resultant proposals have now been 
approved by the OEEC Council, which has agreed that re- 
duction of quantitative restrictions could be a first step 
towards freeing intra-European trade, and, in the words of 
M. Alphand, chairman of the Trade Committee, could give 


the proof that the OEEC “is not just a machine for diya 
Marshall aid.” The main objective is to arrange that j 
licences for as many commodities as possible would be issuec 
automatically for trade between OKEC countries ; but jg j 
recognised that at the outset the most that could be 

for would be a system of “ global quotas” providing freedom 
for imports into each country for each commodity up to ty 
prescribed total. It is emphasised that the total should noi, 
in any particular case, be less than the sum of the bilaten! 
quotas previously extended by the granting country under jt 
several trade agreements with OEEC members. 


The next stage in the effort to launch the scheme will k 
for member countries to notify to the OEEC—they are aske 
to do so before October 1st—two lists of commodities on whid 
they are prepared to make relaxations. The first list is 
comprise commodities for which the individual countie 
would be prepared to grant open general licences or globil 
quotas without specific reciprocal action by other members o 
the OEEC—but on the understanding that the whole grow 
would be acting in the spirit of the plan. The second list i 
to comprise those further commodities upon which restriction 
would be relaxed in return for specific relaxations elsewher. 


As a blueprint of good intentions, the plan looks impressix 
—much more so than it is likely to appear by October 1st, i 
one may judge by the terms of Mr Harold Wilson’s advocacy 
when he explained the British proposals in Parliament earl 
last month. At that stage he emphasised so many and suc 
paralysing qualifications upon which Britain would insist thi 
one might have imagined him to be opposing an initiative taken 
elsewhere instead of supporting, as he purported to do, pr 
posals which Britain had itself made. He emphasised that the 
relaxations could not be applied if they were likely to caux 
balance of payments difficulties or involve any loss of gold 
or dollars ; nor could they be permitted to harm the “legit- 
mate interests” of Britain’s industries. It is small wonde 
that, at that stage, Mr Wilson was unable to instance ay 
single commodity which could successfully run this Board d 
Trade gauntlet. The approach of the Washington discussion 
may perhaps encourage a little give and take in the formu 
tion of this scheme. But it seems all too plain that it @ 
scarcely provide that “vastly freer movement of goods am 
peoples ” within western Europe for which Mr Paul Hoffmam, 
the ECA administrator, appealed in Paris this week—and whic 
he haved might happen within the next three or four months 


x * * 


The Utility Price Cuts 


The question of the utility price cuts has not been settled 
as swiftly and simply as the President of the Board of Trak 
in his first statement at the end of July, seemed to exp 
Neither the Government nor the traders have shown mus 
anxiety to stick to an indefensible position, and the Board thi 
week sent new proposals to the traders’ organisations, 
may enable the latter to climb down gracefully. The prop 
contain some novelties, but how far they contain real cone 
sions remains to be seen. It appears that, in place of te 
original intention that the full cut, or nearly all of it, should# 
first be borne by the distributors, there is now talk of 
it from the outset over manufacturers’ ceiling prices a5 
wholesalers’ and retailers’ margins. This may mean 
reduction would take place gradually, and the full five pet 
would be attained only when new production reached the § 

Even so, there is still a good deal of uncertainty abot 
how the cuts will work. The impression persists that manolk 
turers are expected not to make actual cuts in their mang 
but merely to accept reductions in the statutory ceiling pris 
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some of these are higher than the present Permitted selling 
price, which is reached by adding a succession of producers’ 
margins on to the starting price of the raw material. If this 
proves 10 be so, the real incidence of the cuts will be sub- 
stantially on the distributors after all, and the quarre] may go 
on, The public, as wel] as the manufacturers and traders, are 
concerned, and a precise statement of what is intended would 
be welcome. 
* * * 


How Much Sterling for Pakistan? 


The sums involved in the agreement on sterling to be 
released to Pakistan in the year ending June 30, 1950, may 
be less startling than those released to India—but then 
Pakistan is smaller. Under the new agreement Pakistan will, 
during 1949-50, have £17 million transferred from its blocked 
No. 2 account at the Bank of England to its free No. 1 account 
(India may draw £100 million in the same period) to provide 
{12 million for general spending and £5,000,000 to finance 
imports for the resettlement and rehabilitation of refugees. 
These amounts may look mederate, but they are substan- 
tially larger than those for 1948-49, for which £12 million 
was teleased—{5,c00,0c0 for general spending, £5,c00,000 
for refugees and £2,000,000 to augment working balances. 
Moreover it cannot be taken for granted that the £17 
million represents Britain’s full commitment to Pakistan 
during 1949-50. Pakistan has indicated it may “need 
additional releases for the current year in order to mect 
abnormal expenditure which might have to be incurred during 
the period on the import of food grains.” The British Govern- 
ment “has taken note of this statement, and agreed to con- 
sider such a request if it were made.” Evidently, the £17 
million may prove to be not the maximum, but the minimum, 
release. In 1948-49, in addition to the £12 million released 
from its No. 2 account, Pakistan ran its No. 1 account down 
by £15 million (to £10 million), thus drawing £27 milhon in 
all. Demands for additional releases this year will probably 
depend largely upon the course of Pakistan’s balance of pay- 
ments with India. Under arrangements between India and 
Pakistan, each is prepared to hold £9,750,000 of the other’s 
currency. Any deficit up to £7,500,0c00 in excess of the 
£9,750,000 has to be settled im sterling: Last year Pakistan 
received in this way several million pounds sterling from India. 


Pakistan, like India, is no longer to be tied—the tie was in 
any case theoretical—to a fixed dollar allocation from the 
sterling area’s central reserves. Last year Pakistan was 
illocated £5,000,000 and spent some £6,000,000. Now, in 
common with other full members of the sterling area, it has 
the right to call upon the central reserve for its net require- 
ments for dollars, but has agreed to limit its total dollar spend- 
ing to three-quarters of the amount spent last year. Inci- 
dentally, the amount of India’s draft on the dollar poo] last 
yeat was understated here last week ; the figure of £21 million 
represented not its drawings but its over-drawings, so that 
the total demand was £36 million. 


* * * 


Sterling and Dollar Oil 


Some of the unresolved international questions in the oil 
ttade were outlined in The Economist on July 23rd. Their 
ion between the countries concerned will soon be 
Tesumed. The petroleum committee of OEEC meets shortly 


in Paris, and the coming talks in Washington cannot avoid 
the subject of oil. 


The controversy over the European refinery programmes has 

1 momentarily, the member countries of OEEC having 

agteed in general terms not to encourage any fresh refinery 
Projects before the autumn. A first step has been taken towards 
the €xamination of the European programmes “in terms of an 
analysis of world oil economics,” on which the Economic 
Co-operation Administration has sought to insist: British, 
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Dutch and American representatives in Washington last month 
made the first attempt yet made at a comprehensive survey 
of world requirements and supplies from the points of view 
of the three countries mainly engaged in the international 
oil trade. The survey runs only to 1953, and, even so, much 
of it must have been tentative ; but it may help the OEEC 
oil specialists to get on with their work with less entanglement 
than before in world-wide questions. 


The agitation in the United States oil trade against the 
European plans has not died, but it is often (though illogically) 
a reflection of uneasiness in the United States domestic oil 
trade. Signs of an improvement in that trade have begun to 
appear ; the accumulation of stocks and the pressure on storage 
space have begun to ease To that extent, the task of ECA 
in getting American agreement to a constructive policy for 
Europe may have been slightly eased But it is still difficult. 
At the end of July, Mr. Walter J. Levy, then chief of the 
petroleum branch of ECA, spoke to the National. Petroleum 
Council in Washington on “the impact of the European 
Recovery Programme on the American oil industry,” and 
appealed for a practical and moderate approach on both sides. 
He made one remarkable suggestion: 


Arrangements can, I believe, be made to protect American 
outlets without retarding European recovery. Such arrangements 
among others might consist in making it possible for American 
oil companies to sell their oil to non-sterling areas for sterling, 
limiting at the same time the convertibility of their sterling 1n- 
come into dollars to an agreed percentage and otherwise exstablish- 
ing the responsibility of the American companies to spend the 
rest of their sterling income in the sterling or non-dollar currency 
areas. 


If this suggestion has the backing of the United States Govern- 
ment it is obviously of the highest imporance. But has it ? 
Mr Levy has resigned from his post in the Economic Co-opera- 
tion Administration, and may have chosen this moment to 
speak freely in a personal capacity. 








Paid for in Dollars 


Rubber and tin from the East are two of our major dollar earners 
—there are many others in this area—and the Chartered Bank’s 
wide network of Branches assists British business men in 
expanding this valuable potential and also earns dollars. for 
Britain in the form of invisible exports. Eastern merchants and 
prospective traders are cordially invited to discuss their plans 
with the Managers of any of our offices in this country, and we 
shall have pleasure in placing our comprehensive Eastern 
banking service at their disposal. 


The Chartered Bank of India, 
Australia and China 


(Uncorporated by Royal Charter in 1853) 

HEAD OFFICE: 38 BISHOPSGATE, LONDON, E.C.2. 
Manchester Branch: 52 Mosley Street, Mopehamen, 2. cet, Liverpool, = 
a7 Derby Exchange R Street, 2. 

West-End a gical Branch Carle 5 So aga S.W.1. 


The Bank’s branch system, under British management directed from London, serves 
‘AN - CEYLON - BURMA - / 
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Finance and Investment 


Record Treasury Bill Tender 


The policy of increasing the supply of Treasury bills 
offered at the weekly tenders, discussed in these columns at 
end-July, has since then been pushed a further stage forward. 

he original increase, from £170 million to £190 million, which 
occurred at the Treasury bill render on July 29th, was followed 
by further increases of {10 million in each of the ensuing 
weeks. At the end of last week, therefore, the discount market 
was tendering for £210 million of bills—another record offer- 
ing. As the Lombard Street syndicate has not yet raised its 
total of applications to conform with the increased offerings, 
there was naturally a steep rise in its allotment quota—to no 
less than 7o per cent. Thus in the past week the discount 
houses will have taken up nearly {£150 million of bills, almost 
twice the average weekly allotment secured in the second 
quarter of the current year. As a measure of the expansion 
which the war period has brought to Lombard Street opera- 
tions, it may be noted that the average in the last prewar 
year was only about £13 million. 

The total of outstanding tender bills will by the end of 
this week have been raised by £120 million to £2,230 million, 
which contrasts with £1,690 million four years ago. It is still too 
early to guess how far this last move in the supply of bills is 
likely to be carried, since the offering for yesterday’s tender was 
slightly reduced, to £200 million—which still exceeds the corre- 
sponding maturities by £30 million. It seems probable, 
however, that the object of the authorities is not merely to 
enlarge the bill supply at the expense (at least temporarily) of 
the volume of Treasury deposit receipts, but also to restore a 
little flexibility to the system of borrowing on Treasury bills. 
Since the introduction of the Treasury deposit receipt, it is 
this element in the floating debt which has borne the impact 
of week to week fluctuations in the Government’s total require- 
ments. This arrangement was not affected by the large switches 
made in the past few years from TDRs to bills ; but there 
now seems a possibility that the effect of week to week fluctua- 
tions will sometimes be shared between the bill issue and 


TDRs. 
* * * 


Higher Commercial Bill Rates 


In one other respect, too, some unaccustomed flexibility has 
lately been noticeable in Lombard Street—in a slight increase 
in discount rates. It should be emphasised, however, that these 
two tendencies are quite unrelated, since the discotint market's 
move is confined strictly to commercial bills and does not in 
any way arise from the expanded supply of Treasury bills. A 
fortnight ago, the largest discount house took the initiative in 
raising its quoted buying rate for three-months bank paper 
from a flat § per cent to %-té per cent. The distinguishing 
feature of this change was that, unlike the small increases in 
commercial discount rates which have been made-in the past 
eighteen months, it did not result from any agreed action by 
the Discount Market Association. It was quickly followed, 
however, by several other houses in Lombard Street and now 
commands almost general support. 

As the houses which were sponsoring the move were pre- 
pared also to resell commercial bills to clearing banks at corre- 
spondingly higher rates, the move was quickly reinforced by 
the banks themselves, since several of them promptly declined 
to buy bills below j per cent, instead of at the rate of % which 
had been general previously. There is some reason to believe, 
also, that the views which prompted the move are regarded 
sympathetically in official quarters. The argument in Lombard 
Street is that the growing international uncertainties, and 
especially those arising from the impending discussions in 
Washington, create a greater risk of variations in money rates 
than the market has had to contemplate for a very long time. 
In consequence, it is felt that some indication of the possibility 
of. change ought to be given in the terms at which the market is 
prepared to discount commercial paper. 
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Freer Switching? 


It is not often that the Exchange Control :uthons 
specifically invite people to apply for permission to embark o 
transactions not definitely allowed by the published regulation 
so that a good mark should perhaps be given to the authoritie, 
for the two notices issued this week on the subject of sequnit 
switching—even though they do nothing to remove the familia, 
anomalies in the basic policy. The first notice reminds reside, 
holders of non-sterling securities that they may at any time 
apply to the Bank in respect of “ transactions in foreign c 
securities which do not fall strictly within the range of thoy 
generally permitted.” Nothing is stated that has not been known 
previously. But the timing of this part of the announcemen 
may be significant. For instance, in recent weeks the Bank 
has approved a substantial number of applications by British 
holders of Dutch guilder securities to sell their holdings in 
Amsterdam provided a Dutch owner of sterling securities could 
be found willing to sell a similar amount—calculated at the 
official exchange rate—in London. The second notice gop. 
cerns dealings by non-residents in sterling securities, and con. 
tains a similar reminder. Here, however, the wording denote 
some modification of policy, since it specifically mention 
transactions “between non-residents living in different 
countries or monetary areas,” whereas the switching regulations, 
as amended last year, restrained London brokers or banker 
from acting as intermediaries on sales involving such transfer 
of ownership. 


Those who have been chafing at the regulations—and at this 
one in particular—remain unimpressed by this latest hint o 
greater flexibility, demanding instead that relaxations should 
be made and announced for general application. It is contended 
that ad hoc scrutiny of transactions tends to work unfairly a 
between one dealer and another. This is surely a short-sighted 
attitude. Whether the principles of control are excessively 
stringent or not, they will always operate more restrictivdy 
than is necessary if the authorities can work only to rigid rules 
which are publicly announced—because the rule could never 
be extended to cover the marginal case which might be accept 
able, on specific application, in the light of the particular 
circumstances at the time, 


* * * 


Bank of England Report 


With the publication of the third annual report of th 
Bank of England, it seems that those who had hoped that this 
innovation might provide a valuable and informative com- 
mentary on current financial trends must now reconcile them- 
selves to the colourless and formal presentation which # 
evidently all that the authorities are prepared to offer. Th 
third report follows the same dreary precedent set by it 
predecessors. The information given is confined strictly ® 
events in the Bank’s accounting year, which ends on Feb 
ruary 28th, and most of it reproduces material readily available 
in other official documents and regular series of statistics. It 
is evident, indeed, that care is taken to exclude from ti 
text anything which might give the slightest hint of 
views on matters of policy—with the sole exception of certain 
aspects of exchange control policy upon which the authorities 
views were already well known and had been repeatedly & 
plained officially. Among the slender shreds of informatio? 
not previously available are those relating to the differs! 
denominations of currency which comprise the note 
tion, the volume of public debt managed by the Bank, and o 
activities of its stock transfer department. The most exciting 
revelation which can be found among these scraps is that ® 
the year 1948-49 the total number of transfers registered at 
Bank rose by 206,000 to 900,000, an increase of 29 pet ot 
Apart from recording baldly a few well-known facts, nothing # 
all is said about money market or floating debt policy, #™ 
credit policy or about trends in the gilt-edged market. The 
is, however, a summary of the principal redemptions, om 
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versions and new issues among _— managed by the Bank. _Israel’s Central Bank 
jing floating debt, the total for which it is responsible 
= amounts to nearly £14,500 million, or rather more than For nearly a year now the Anglo-Palestine Bank has, in 


double the prewar total. 


A useful section of the report is the appendix, which sum- 
marises the payments and financial agreements negotiated dur- 
ing the year ; but, owing presumably to the large number of 
agreements involved—a consequence of the changes néces- 
stated’ by the abandonment of sterling-dollar convertibilty in 
1947—the record has been reduced to a bald ‘Statement of 
salient facts. In the main part of the report it is affirmed 


that these re-negotiations did not 


“entail reconversion of the system to a bilateral basis. On the par with sterling—Israel’s currency was “ controlled by a body 
contrary, it was a cardinal point of policy that transferability of [the Palestine Currency Board] which had ceased to function 


sterling should be maintained over as wide an area as possible, —_ within its own territory and which was controlled by a govern- 
the limiting factor being the risk of a further reduction of the 


central reserves... . . Even where automatic rights of transfer 
had to be suspended on account of this risk, arrangements were 
made for transfers to and from third countries to be centinued 


on an ‘administrative’ basis. . . . In arriving at an estimate of s £16,800,000 of foreign currency (mainly sterling), 
the balance of payments in any given direction, full allowance £118.8 million by currency notes of the Palestine Currency 
was always made for the greatest volume of third-country trans- Board which will be redeemed by stages, and by £15,000,000 
fers compatible with the avoidance as far as possible of the loss of Israeli Treasury bills. 


of gold or dollars.” 


It is stated that ample use is made of the system for such al] other transactions of the bank. The bank is not liable to 
transfers. The aggregate amount estimated to have been satisfy banknote holders out of any assets other than the assets 
uansferred by countries outside the sterling area was £240 held in the issue department specifically as backing for the 
million in 1948, excluding transfers to and from American note issue. The department operates on government account 


account countries. Of this total, £152 million resulted from and has the sole right to issue notes. The bank was at the 
the system of “administrative” transferability. In addition, same time appointed the only banker and financial agent of 
merchanting transactions and payments under the coffee and the government, This side of its official activities is being 
rubber schemes amounted to £40 million. The most important carried out by the old commercial part of the bank. It should 
users of these facilities were the French and Netherlands be an interesting if not always an easy source of business. The 


monetary areas, Norway, Finland and Italy. 


THE IMPERIAL BANK OF IRAN 


By virtue of a Supplemental! Charter of His Majesty 
King George VI, dated 18th July, 1949, approved at 
an Extraordinary General Meeting of The Imperial 
Bank of Iran convened on the 15th August, the name 
of the Bank is changed to : 


THE 
BRITISH BANK OF IRAN 
& THE MIDDLE EAST 


HEAD OFFICE : 
LONDON, 51 GRACECHURCH STREET, E.C.3. 



































As before, Branches will be maintained under the new 
Name at: 
Branches in Iran: 
AHWAZ, HAMADAN, ISFAHAN, KERMAN 
SHAH, KHORRAMSHAHR, MESHED, RESHT, 
SHIRAZ, TABRIZ, TEHERAN, ZAHEDAN. 
Branches in Iraq: 
BAGHDAD, BASRA. 
Branches on the Persian Gulf : 
BAHRAIN, DUBAI, KUWAIT, MUSCAT. 
Branch in Branches in Branch in 
Syria : Lebanon : Jordan : 
DAMASCUS BEIRUT, TRIPOLI AMMAN 
A new Branch will be opened in Saudi Arabia, at 
JEDDAH. 



















addition to transacting its commercial banking business, been 
acting in effect as the central bank of Israel. Published this 
time rather later than usual, the bank’s latest accounts—for 
the year ended December 31, 1948—are of double interest, 
revealing the impact of a turbulent and inflationary year in 
Israel] upon the bank’s commercial business, and including for 
the first time the balance sheet of the newly created issue 
department. When the bank was approached by the Israeli 
Government to undertake the issue of the Israeli pound which 
replaced the Palestine pound—and likewise is maintained at 


ment which did not recognise the existence of Israel and 
entertained no diplomatic relation with it.” At the year-end 
the issue department had outstanding £130,655,000, backed 


The issue department is being run entirely separately from 


agreement appointing the bank to all various public duties 
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in AUSTRALIA 


Expanding industrial development creates 
trade opportunities and an_ ever-widening 
field for employment, Informative “Blue 
Booklets” describing the Australian economy 
are published by the Bank of New South 
Wales and may be obtained, free, from your 
Bankers or direct from— 


BANK OF 
NEW SOUTH WALES 


(Incorporated In New South Wales with timited liability) 
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LONDON OFFICES: 
29 Threadneedle Street, E.C.2 
47 Berkeley Square, W.I 
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remains in force until June 30, 1951, unless terminated by the 
government upon giving six months’ notice. 


During the year covered by the accounts the bank’s balance 
sheet (expressed in sterling while the issue department figures 
are in Israeli currency) expanded from a total £55 million 
to £72 million. British government securities valued at 
£8,400,000 have been replaced by £18.2 million of Israeli 
Treasury bills. Cash holdings have fallen from £17.3 million to 
£14.3 million. Advances, at £26.1 million, are a full £7,000,000 
higher, and liability on documentary credits, etc., has risen 
from £7,500,000 to £10.9 million. During the period of 
transition the bank’s ingenuity was at tumes hard tested to 
maintain its liquidity. Holdings of British government securi- 
ties were disposed of and were at first replaced by Palestine 
currency notes. A more normal and more profitable form for 
holding liquid balances was found when Israeli Treasury bills 
became obtainable. It reflects the high level of activity in 
Israel that, notwithstanding all these difficulties, the bank’s net 
profit has risen from £198,387 to £255,282. The bank is now 
regarded as being non-resident in the United Kingdom for 
taxation purposes, and is relieved from paying United King- 
dom tax on profits earned outside Britain. 


* * * 


New Payments Pact with Western Germany 


After some delays the new payments agreement between 
the United Kingdom and the Military Governors of western 
Germany has been signed. As foreshadowed in these columns 
a fortnight ago, it provides for a lifting of the “ gold point” 
between the two countries from £1,500,000 to £7,500,000. 
Either party is now willing to hold up to £7,500,000 of the 
other’s currency before demanding settlement of any deficit 
in excess of that point in dollars. The agreement is for a 
period of two years in the first instance, but provision is made 
to alter the gold point at the request of either party. 


Hitherto, short-term fluctuations have led to repeated dollar 
payments by Britain to western Germany (though the seasonal 
swings seem never to have gone in favour of this country), and 
losses of this kind may well be eliminated by the new arrange- 
ments. But if the balance of payments between the sterling 
area and western Germany continues to be adverse, this 
increase in the gold point will scarcely suffice to stop the gold 
losses, though it will postpone them. While Britain continues 
to subsidise western Germany under the revised fusion agree- 
ment between this country and the United States at the rate 
of £17.5 million a year, it will prove difficult enough to attain 
a balance and harder still to accumulate a surplus. 

The agreement is certainly an improvement on the previous 
arrangements. But its limited usefulness is best seen from the 
official attitude in this country to the Deutsche Mark, which is 
still regarded as a hard currency. One of the troubles is 
German reluctance to buy from Britain and the rest of the 
sterling area. Doubtless under local American influence, 
German importers are at present delaying sterling purchases— 
and are certainly finding that they can often buy more cheaply, 
in terms of marks, in the United States than in Britain. 


Industry 


Unemployment’s Low Record 


The monthly figures published by the Ministry of Labour 
this week show that on July 11th unemployment reached its 
lowest figure since the war. The total of unemployed 
(including “temporarily stopped”) on that date was 243,041. 
A lower figure was last returned in September, 1945, but the 
basis of computation has since been broadened to include some 
thousands of persons who were not insured under the old 
unemployment insurance, but who are insured under the 
National Insurance Act. 


It would be misleading to read into these low unemployment 
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figures any improvement of the use which the mx 
economy is making of its manpower. A brief examination 
the pattern of employment in the different industrial . 
will explode any such theory, together with any 
Government manpower policy is approaching the results which 


_it set out to achieve. The total number in employment jg. 


creased by 21,000 during June. The group “ basic industries” 
gained 8,000 of these workers, but the gains were seasonal Bains 
in agriculture (4,000) and transport (4,000) ; the labour force in 
coal mining fell by 1,300, The manufacturing industries 
on balance, 5,000 workers. But within that group the indys. 
tries largely concerned in the export trades appear to hay 
lost still more heavily: “metals, engineering, and vehicles” 
lost 12,000 and textiles 1,000, while “food, drink, and tobaccp” 
gained 7,000 workers. Public administration lost, on 

5,000 workers, which is to the good ; but the gain of 14,099 ig 
“ professional, financial and miscellaneous services ” is explained 
by the summer increase in tourist activity. The distributive 
trades gained 2,000. Nothing in this bears out any of the bray 
words on the use of manpower in this year’s or last year; 
Economic Survey. 


* * * 


Direction of Cotton Exports 


The cotton textile industry has done well, by comparison 
with others, in expanding its exports in the first six months o 
1949. Total exports of cotton yarns and manufacturs 
amounted to £84.3 million in the six months ; this compars 
with £55.3 million in the first half of 1948 and £35.8 million 
in the first half of 1947. The peak month so far was March, 
when the total of £15.9 million of cotton goods exported passed 
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the target (a monthly rate of £15.1 million) set for the eal 
of the year in the Economic Survey, and earned a letter 
congratulation to the industry from the President of the 

of Trade. The figures in April, May, and June were love 
(cotton exports in June totalled £13.2 million), but the #0 
of order books and the rate at which export business is coma 
in are not discouraging. It is true that the proportion 
export goods in production which are still unsold has bed 
increasing, but it would probably be erroneous to assume fret 
this that exports as a whole are on the decline. The 0 
significance is, more probably, that more and more fore 
importers are insisting on firm—and reasonably short—delie) 
dates, and will no longer buy goods which are in 
early stages of production. This is healthy enough. 


Yet the limitations of the cotton industry’s achicreet f 
serious, and illustrate the general difficulty which 
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meeting in foreign trade. It is coming to be recognised that 
total export figures—and official targets which are stated in 
those terms—are not of decisive importance ; at present the 
destination of the exports matters more. British cotton textiles 
are being taken readily—more readily than they can be pro- 
duced—by sterling and soft-currency countries, but there is no 
sign of any serious impression on the hard-currency markets. 
The expansion of cotton exports to Canada, on which so many 

were pinned a year ago, seems to have come to a stand- 
still, Between 1947 and 1948 a fourfold expansion was achieved. 
But exports of cotton manufactures to Canada in May and 
June this year, added together, were less than in May and 
June, 1948, by quantity, and substantially less by value. There 
are no hopeful market reports from Canada to contradict this 
apparent trend. Mr F. I. Aickman, director of the export 
department of the Cotton Board, reporting in the Cotton 
Board Trade Letter on a recent visit to Canada, observes that 
the Canadian trade buyer has now virtually a free choice of 
Canadian and American textiles “at prices and deliveries with 
which our present conditions at home make it extremely 
dificult to compete.” 


The chart on the preceding page shows a rough distribution 
of exports of cotton piece goods in the last three years. It is 
worth noting that exports in 1938, though so much less in 
money value, were much more than the present quantity. 


* * * 


Cotton Industry Faces « Adjustment” 


The autumn conferences which the Cotton Board 
organised for the cotton textile industry in 1947 and 1948 
were concerned mainly with questions of production: re- 
equipment, wages structures, redeployment. The autumn 
conference this year is to range more widely over the 
wading position of the British cotton industry in the 
framework of world trade conditions. Some remarks by the 
chairman of the Cotton Board, Sir Raymond Streat, in 
the Trade Letter for August draw attention to the implica- 
tions of this. While the internal production problems of the 
industry have not ceased to matter, Sir Raymond Streat implies 
that external trading conditions already threaten to complicate 
its task. Price resistance and competition have reappeared. 
American prices (though “ not necessarily an accurate measure 
of long-term competition from that quarter”) and some other 
prices are “ definitely below average Manchester quotations.” 


Sir Raymond Streat is, as always, guarded in his utterance, 
and does not use the word “slump.” Indeed, he does not 
believe that Lancashire need fear a repetition of what 
happened to prices after the first world war: “The situation 
has not this time developed in the same manner.” Instead, 
he would expect “ gradual adjustments over a fair period of 
ume.” Adjustments have already happened—he points out— 
inthe United States, and it would be well if the British cotton 
industry “began to think and act rather more positively in 
the direction of adjustment.” If the adjustments are not made 
i time, there may be a “bump ” instead of a gradual process. 


_ The advice is good, but the best advice can only serve if 
it is followed, and the alarming thing is that the world markets 
ute changing swiftly and openly, while the process of self- 
t in the British cotton trade is, as yet, barely visible to 

the naked eye. Costs, which should be falling, are still tending 
o rise. The bulk of production for export is being drained 
off into the easy, sheltered markets which pay in soft cur- 
fencies or in Treasury releases of sterling. In these circum- 
stances it is hard to see any direct inducement to the trader 
"0 make those “exceptional efforts in the vital markets” for 
Which the chairman of the Cotton Board calls. Redeployment 
Proceeding, but not fast enough; the discussion of the 
teforms in the wage structure which are so urgent drags on. 
se, as Sir Raymond Streat urges, are the essential measures 
Which would enable the industry to go out and meet its trad- 


"*8 Problems offensively ; the alternative is to sit tight and 
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wait for the approaching storm to blow over. Up to now, 
hardship has not applied the spur to reform, and the pace 
is too slow. 5 


x * x 


Profitable Cement Exports 


The cement industry is still exporting to a sellers’ market. 
British manufacturers exported 1,102,226 tons of cement in thé 
first seven months of 1949, compared with 896,493 tons in the 
same period last year. The industry itself calls the prices 
obtained “remarkably good.” The British home price for 
cement is the lowest in the world, as the accompanying table 
shows, and it is likely to go still lower in the next few weeks. 
But British cement exports are sold at the market price in 
the country of destination. 


PRICE OF CEMENT PER TON DELIVERED IN BaGs 
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The largest markets are in Africa and the Middle East, 
although Holland continues to import largely, and so do Brazil, 
Australia and Ceylon. South Africa has been an important 
buyer, but the present currency difficulties and the anticipated 
opening of a big cement plant there in October are expected 
to make the Union self-sufficient ; it may, indeed, begin to 
export. 


The discrepancy between British and world prices raises 
the question of whether the British price is high enough to give 
an economic return. It covers immediate costs of production, 
but probably leaves insufficient margin for depreciation since 
the costs of capital replacement are high. This suggests that 
British manufacturers are relying largely on their profits from 
overseas sales to provide the sums which they have to set 
aside for depreciation. Increasing world production makes it 
unlikely that the high export prices will persist beyond the end 
of the year, but it would require a severe fall to cause British 
manufacturers serious concern, 


* * * 


Analysing Commonwealth Coals 


Germany, with its extensive electricity and briquetting 
industries based on brown coal, is the only highly industrialised 
country to have exploited on a large scale the “immature ” 
coals with a carbon content below 78 or 80 per cent ; in general, 
industrial development tends to be associated with “ mature ” 
coal or with oil. Some of the less developed Commonwealth 
countries have neither oil nor mature coal, but have considerable 
resources of immature coal ; surveys are being carried out to 
determine the best use to which those resources can be put, 
Powell Duffryn Technica] Services are at present working on 
deposits in Nigeria, Pakistan, Queensland, Victoria 
Southern Rhodesia. The method adopted is to classify coals 
according to their hydrogen and carbon content rather than 
on the conventional method which concerns itself primari 
with the proportions of volatile matter. Such a classification 
is said by its advocates to reflect more exactly the properties 
of a coal for different purposes. The lower its carbon content, 
the less valuable a coal is as fuel ; but the higher its hydrogen 
content, the more interesting it becomes as a starting material 
for chemical processes. 


In a paper presented to the recent Empire Mining and 
Metallurgical Congress, the chairman of Powell Duffryn 
Technical Services, Mr Robert Foot, discussed the composition 
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of the coal resources of the Commonwealth countries. He 
emphasised that it would be mistaken to treat these coals by 
methods practised with the mature European and American 
coals. Nigerian coals, for example, have a higher hydrogen 
content than is normal, and it has been found that by simple 
chemical processing it would be possible to extract considerable 
quantities of waxes and resins from the dry coal. These products 
have a high commercial value, and some of them have up to 
now, been produced only by laboratory synthesis. While many 
samples from Queensland have a high hydrogen content which 
suggests the same possibilities, other samples not only have 
less hydrogen than is normal, but a disproportionately high 
oxygen content, suggesting that special attention will have to 
be paid to the method by which they are burnt. The most 
valuable fields of all would appear to be in Borneo. Like 
other hydrogen-rich coals, these are a potential source of 
chemicals, but some of them have even been found to have 
good coking properties, although by customary methods they 
would never have been classed as coking coal. Since there 
are no other coking coals within an area of four million square 
miles, this is of vital interest to the potential exploitation of iron 
ores in India and Pakistan. 


The Governments for whom the surveys are being performed 
are primarily interested in sources of cheap fuel on which to 
base industrial development. If an immature coal responds 
well to chemical treatment, the case for converting it into liquid 
fuel, rather than for devising means of handling and burning 
it in its existing state, is to that extent strengthened. Big 
technical improvements are being made in the efficiency of the 
processes by which oil can be extracted from coal, and since 
the plants are largely automatic, the problem of finding enough 
skilled labour would not be severe. The objection to such 
plants will rather be the burden which their heavy capital cost 
puts on an undeveloped economy. The less elaborate plant 
required to extract resins and waxes from the coal before it is 
burnt as fuel would not present the same difficulty. 


Trade and Commodities 


One-Way Trade with Argentina? 


The new Argentine trade pact has not had a very 
promising start. Shipments of grain, meat and hides are well 
up to schedule, but there has been delay in granting import 
licences for British goods. Indeed, no official announcement 
of the new regulations, and the procedure to be adopted, has 
yet been made. The resignation of Dr Bramuglia, the Argen- 
tine Foreign Minister, who was instrumental in bringing the 
recent trade agreement about (and who was more helpful over 
the Andes agreement than Sr. Miranda) has caused some 
anxiety to traders. 


The new agreement contains an escape clause, or, more 
accurately, an escape phrase, to the effect that import licences 
would be freely granted if sufficient sterling were available. 
Is this to be used as a pretext for hindering the development 
of trade between the two countries to the level which the 
agreement envisaged ? Argentina’s sterling resources, though 
they are known not to be ample, are believed to be adequate 
to permit trade to flow in both directions. The Argentine 
Government may, however, prefer to wait until it has accumu- 
lated a large enough balance in its new “C” account. It is 
also possible that the delay may be due to the usual adminis- 
trative difficulties in working out a new procedure. In the 
past, imports into Argentina were strictly controlled, and the 
new granting of import licences “freely” may be a difficult 
technique to acquire. 


* * w 


Aluminium Controversy Ended 


Six months ago Britain was accused by the deputy adminis- 
trator of the Economic Co-operation Administration in 
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Washington of reselling to the United States at a Consider. 
able profit aluminium bought with ECA funds. The Mi; 
of Supply was quick to deny these charges. An ECA mica 
however, was appointed to study Europe’s requirements of 
aluminium, and in its report, recently made available, it showed 
that the original accusation was groundless. There Was np 
evidence that any aluminium bought with ECA funds wa; 
re-sold to the United States, although certain 
countries which had not received an ECA allocation of dollars 
for aluminium had sold to America quantities of the meu 
which these countries had previously purchased from Camda 


The report continued that the shipment of 
aluminium to the United States, which had in fact taken 
did not contravene any of the conditions laid down by BCA 
But the mission suggested that Britain and other European 
countries could make more extensive use of 
aluminium in their own manufactures, and thereby economis 
on the import of virgin metal. It added that the Britis 
aluminium industry took prompt action to set up a technical 
committee to investigate further uses for secondary metal, Th: 
mission also estimated that western Europe’s essential require. 
ments for 1949 (exclusive of Britain) would be more thn 
covered by its own production of primary aluminium. 


This week the Ministry of Supply announced an increase ia 
price of virgin aluminium in ingot form from £90 to {93:1 
ton delivered into consumer’s works. There has been m 
equivalent rise in the price of aluminium in North Ameria 
But since Britain is now using a higher proportion of met 
from sterling area producers, whose costs are higher than thos 
in Canada, the average cost of virgin aluminium in this country 
(home production and imports) has risen correspondingly. 
This is but a further example of rising costs through tk 
necessity to switch from dollar to sterling supplies. After 
the war the price of aluminium in Britain fell from {1101 
ton to £67 in April, 1946. In the following September th 
price was adjusted to £72 15s. a ton following the revaluation 
of the Canadian dollar ; since then it has risen fairly steadily 
to its new level. 


Liquidating Wool Stocks 


The strength of the wool market since the end of the wit 
can be gauged by the rapid decline in the stocks of wool held 
by the Joint Organisation. At the end of hostilities the stot 
was nearly 10} million bales. It was reduced to 5,78692 
bales in the first year, and then by about 1,250,000 bales 
the two following seasons. At June 30, 1948, the total stot 
stood at 3,218,000 bales ; the quantity of South African woo 
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‘Paludrine’ 


‘Paludrine ’ was the outcome of a programme of 


research for a more efficient drug than quinine or 
its synthetic substitutes, mepacrine and pamaquin. | 


This was urgently begun in I.C.I. laboratories in 
Manchester in 1942, when the Japanese conquest of 
the quinine-producing East Indies jeopardised the 
health of Allied armies in the Tropics. The 
biologist of the team, Dr. D. G. Davey, laid the 
foundations of success by evolving a swift and 
positive method of testing compounds for 
antimalarial activity. Then a group of chemists, 
headed by Dr. F. L. Rose and the late Dr. F. H. S. 
Curd, began the chemical part of the investigatinn, 
striking out along lines hitherto unexplored in 
malaria research. Many new compounds were 
evolved, and tested and rejected, but before the 
end of 1944 one of altogether exceptional power 
had been developed. This was given the name of 
‘Paludrine ’. 

The achievement of the British chemical industry in 
respect of ‘Paludrine’ is threefold. It was 
accomplished in response to a particular need, it 
was completed against time, and the result is the 
safest and most effective drug ever produced for 


the prophylaxis, suppression and treatment of the 
disease. 


_ to make possible the great increases 





Steel spins you 
smoothly on your way 


Through spinning steel ball bearings and steel- 
sprung seats you are cushioned from all the natural 
shocks of travelling. You ride so smoothly that you 
never think of steel. And the steel industry runs so 
smoothly that you may never think of it either. 


STEEL’S DIVERSITY. One reason why the present 
organization of the industry works so well is that individual 
firms can show initiative and drive and apply their specialist 
knowledge in meeting and anticipating demands for steel 
of special types. 

For example, the most powerful modern air and motor 
engines would not have been practicable without the special 
and alloy steels developed by the steel makers to stand 
exceptional conditions. 


GOVERNMENT AND INDUSTRY. At the same time, 
Government supervision over prices and development ensures 
that the interests of the public are safeguarded at every turn. 

This unique combination of individual initiative and 
Government supervision has helped 


Exports of steel or 
made of steel are 
nearly half the total 


in steel output by which every one 
of us benefits to-day. 


exports now paying 
for the food andraw 
materials we need. 


re 


= — VT 


is serving you well 





BRITISH IRON AND STEEL FEDERATION 
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held was less than a tenth of its original figure, and stocks of 
Australian wool were only a third ; New Zealand stocks fell 
by a little more than a half. During the past twelve months 
demand has been good and the stocks of the Joint Organisa- 
tion have fallen by 1,500,000 bales, leaving at the end of last 
month a balance of only 1,700,000 bales. 


Two-thirds of the remaining stock consists of Australian 


wool, and although more than 500,000 bales are of merino 
types, most of it is of inferior quality containing vegetable 
matter. The 400,000 bales of New Zealand wool still held 
are largely coarse crossbreds, while only 10,000 of the 35,000 
bales of South African wool are merino. Consumption of the 
better grades of wool during the coming season will clearly 
have to be met from the current clip. The accompanying table 
shows the classification of Joint Organisation stocks and their 
location. 


The Joint Organisation has thus nearly accomplished its 


task of selling the huge stocks of wool which had accumu- 
lated during the war. The scheme is, in any case, due for 
revision next year, and it now looks as if revision might take 
the form of winding-up. Producer organisations in the three 
southern dominions have already put forward proposals for 
a new type of Commonwealth marketing scheme, when the 
Joint Organisation comes to an end, incorporating a similar 
system of reserve prices. The scheme would, in other words, 
protect the producer but not the consumer. The proposals so 
far put forward—and none of the producer organisations has 
yet secured official endorsement of its proposal—all suggest 
British participation which would virtually mean that the 


Stocks oF Woot HELD By JOINT ORGANISATIONS, 
30 June, 1949 
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British taxpayer would help to shoulder the financial burden of 
ensuring an adequate return to dominion wool growers. Under 
the ITO charter any marketing agreement must include repre- 


sentatives of both producing and consuming countries ; it 


must, moreover, protect the consumer as well as the producer. 
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Shorter Notes 


The existing system of control of production in the cotton 
industry was simplified this week by the abolition of the 
systein. Spinners and weavers will still need licences to deliver 
and acquire yarn, but the licences will no longer carry symbols 
specifying the destination or ultimate user group for which 
the production is intended. Manufacturers and converters wi 
thus be relieved of some paper work and will have mor 
freedom to change the destination of cloth as trading condition; 
require. Special arrangements are made, however, to safe. 
guard the Utility scheme ; weavers are still required to sta 

in advance their programme of Utility cloth production, anj 
the total Utility programme will continue to be supervised by 
the Cotton Board. 


4 


* 


The ECA mission purchased approximately 21,000 tons of 
natural rubber in the London market last month. Paymen 
which amounted to £2,100,000 will be made from the sterling 
counterpart fund. Previously the ECA mission purchased 
26,000 tons of rubber from the Board of Trade’s stock for 
America’s strategic reserve. In this instance payment was aly 
made with accumulated sterling. So far ECA has bought o 
contracted for nearly £8,000,000 of goods in the United 
Kingdom; in addition to rubber they include industrial 
diamonds, sisal, sperm oil and platinum. 


* 


Coal output last week was 3,947,800 tons. Production ha 
recovered from the effect of the Bank Holidays, which reduced 
the previous week’s total to a little over 2} million tons, by 
the loss of output through recognised holidays last week i 
estimated at 244,100 tons. Total output for the first 32 weeks 
of the year now amounts to 129,783,200, but weekly output 
shows no indication of reaching the weekly average of 43 
million tons which Lord Hyndley has said to be essential if the 
industry is to reach its target for the year. 


* 


The civil branch of the Berlin air-lift came to an end thi 
week. British civil aircraft engaged in the operation numbered 
about §0 at the peak, and carried a total of about 144,500 ton 
of freight to Berlin; more than half of this consisted of 
petroleum fuels. They belonged to 16 or 17 different firm, 
and their operation was co-ordinated by a small staff of British 
European Airways. 


a 


The office of the Narrow Fabrics Control in Manchester wil 
close at the end of August. Much of its work has already 
come to and end ; the remaining functions will be transfered ® 
the Board of Trade in London. 


first time in our history the capital reserve is (Holding) Limited represents 38 pet ceat. 
over £1,000,000 and now stands at £1,030,567. our total invested funds and produced 6 


The balance of the profit and loss account for cent. of our total gross investment 
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GOODLASS WALL AND LEAD INDUSTRIES 
LIMITED 


CRITICISM OF GOVERNMENT BULK BUYING 
EFFECTS OF UNREAL PRICES 
MR H. S. TASKER ON THE UNSATISFACTORY POSITION 


The eighteenth annual general mecting of 
Goodlass Wall and Lead Industries Limited 
was held on August 17th in London, Mr. H. S. 
Tasker, chairman of the company, presiding. 

The following is an extract from his circu- 
lated statement : 

The actual trading results for 1948 include 
a further exceptional surplus which is sub- 
stantially less than was realised last year, 
although it is greater than had been anticipated 
when I made my last statement. This amount, 
less the appropriate taxation, has been carried 
direct to reserve. The trading result on the 
major side of the business, namely that dealing 
with metals and their derivatives, was very 
satisfactory, although towards the end of the 
year there were indications that a change in 
business conditions might be expected. During 
the year, metallic lead—our principal raw 
material—again rose steeply in price from £90 
to £112 a ton, and by a further £11 on January 
1, 1949. There is no doubt that the upward 
movement of raw materials in general, as was 
the case also in 1947, has again exercised a 
favourable influence on profits. 

On our paint side there was some contrac- 
tion in profits which were nevertheless, on the 
whole, satisfactory ; the lower profits were, to 
a large extent, caused by the freezing of prices 
ata time of increasing costs of raw materials 
and manufacture. There is no doubt that 
more competitive conditions are now oper- 
ating in the paint industry, and for this reason 
1am glad to say that our new paint factory 
at Liverpool started production early in 1949. 
This will be of great importance in assisting 
to keep costs at a minimum. 


PLANT MODERNISATION 


We have been carrying out a long-term 
Programme of capital expenditure on plant 
modernisation and renewal and the progress 
mM overtaking arrears accumulated during the 
war years has been satisfactory. The rise in 
costs and the inadequacy of the taxation relief 
for depreciation, however, have necessitated a 
conunual review of policy, particularly with 
the cash position in mind, and the recent 

in trading outlook, together with 
emphasis on dividend limitation, has 
made it necessary to re-examine projects 
Which, under more favourable economic and 
political conditions, would have been carried 
forward without question, 

ng the year 1948 our plans were com- 
pleted for the merging of certain of the 
individual home companies, through which 

Sfeater part of our business in metals and 

compounds was operated, into one single 

‘ubsidiary, for which we have revived the 

Previously used name of Associated Lead 

ufacturers, Limited. No less than four 

companies go back well into the 

teenth century, one of them actually 

Th been established very nearly 250 years. 

ancient brands and the long-established 

! _ are onsen with these 
are of considerable value, and eve 

‘are has been taken to preserve them, The 

change will make for simplification and 

efficiency in our internal administration. It 

became effective on January 1, 1949, 
During 1948 and in the current year the 
= and staff of your company have been 
iN Visiting the branches of the company 
cued — also in examining various markets 
pore Object of reviving or Spenng, Ue 
connections. I myself have 
= Poe to visit the United States 
ustralia and New Zealand ; other 


directors and senior members of our staff have 
made valuable visits to the United States and 
many other countries overseas, both within 
and outside the Commonwealth. It is unfor- 
tunate that we cannot reap the full benefit of 
some of this work by reason of the conditions 
in the metal market which have existed during 
the current year and to which I must now 
refer. 

The price of lead rose on January 1, 1949, 
to the exceptionally high figure of £123 per 
ton. In March, 1949, the scene changed and 
the first reduction in the price of lead in 
America from 21.50 cents per Ib., which was 
approximately the equivalent of the official 
price in this country, took place. Further 
falls followed, and by March 31st, when a 
revision of the official price was due, the 
American price was 17 cents. per lb., or over 
£20 per ton below the official price in this 
country, after allowance for delivery, etc. 


DISTRIBUTION OF LEAD 


Under the present system the Ministry of 
Supply purchases all imported lead and con- 
trols its distribution. It also fixes the price in 
this country at intervals which, until very 
recently, have been quarterly. 

The practice of the purchasing authority 
has been to buy most of the lead from the 
producers at intervals on forward contracts 
at fixed prices. With rising markets this has, 
of course, placed them in a favourable position, 
and it would have been reasonable, on their 
part, to suppose that, if and when the market 
fell, a continuation of this practice would 
cause them substantial losses. These effects 
might well have been guarded against by, for 
instance, changing the official selling price at 
more frequent intervals and thus following 
more closely the external market. The 
ostensible reasons for the delay in bringing 
the official price up to the external market 
level while prices were rising were the avoid- 
ance of raising building costs in this country 
and the encouragement of export trade; but 
the first benefit has, as will be seen, been 
nullified by the higher price ruling durin 
recent months, and the sacrifice for the secon 
purpose was quite unnecessary, as in the 
sellers’ markets then ex’sting the extra assist- 
ance was not required and amounted not only 
to a gift to the foreign buyer at the expense of 
the taxpayer but also to a loss of foreign 
exchange. 

The result of this policy was that at the end 
of the first quarter of 1949, when the price for 
the next quarter was due to be fixed, a reduc- 
tion to world parity would presumably have 
faced the Government with the prospect of 
serious losses. The position was not faced, 
and the reduction in the official price actually 
made on April 4 still left it £13 above the 
price ruling outside this market. Since that 
date, the world price has continued to fall and, 
forced by the pressure of events and by public 
comment, our authorities have abandoned the 
practice of fixing prices quarterly and have, 
in fact, on two arbitrary dates made two 
further reductions of arbitrary amounts, but 
they have always lagged behind the outside 
market by £10 to £15 a ton. 


DISTURBANCE TO INDUSTRIES 


The disturbance caused by this policy to 
industries whose products are largely based 
on lead (and the same applies to the other 
non-ferrous metals) can be readily anticipated 
by any commercial man. Every buyer, 
watching the course of world prices, has 
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realised that the official price was unreal and 
was liable to unforeseen reduction at any time. 
No one has oe therefore, unless the 
necessity to buy been pressing. Every 
effort has been made by consumers to make 
do with their existing stocks. This state of 
affairs has been prolonged over a period of 
five months. The result is that deliveries of 
all lead manufactures have been considerably 
reduced, that output has consequently been 
curtailed, and in some cases men have actually 
been laid off. Thus, the problems that are 
normally associated with a falling market have 
been greatly increased by the policy of the 
Government. Although there has un- 
doubtedly been some real recession in the 
consumption of our products by our cus- 
tomers, Owing to a general slackening in trade 
activity, the effect of this has thus been con- 
siderably exaggerated. 

Such an unsatisfactory state of affairs seems 
to make advisable the re-examination of the 
necessity or otherwise of a Government 
monopoly of the purchase and importation of 
lead. In our opinion the time has arrived 
when buyers of lead should be allowed to 
renew direct relations with their traditional 
suppliers and with their agents. 


PROFIT AND DIVIDEND 


Taking the legal accounts of the holding 
company it will be seen that the profit for the 
year, including dividends from subsidiaries, 
amounted to £500,795. The board recom- 
mends that the Preferred Ordinary dividend 
should be paid, and recommends the same 
distribution on the Ordinary stock as has been 
made in respect of the two previous years— 
namely, 15 per cent. 

Note.—The foregoing statement, for prac- 
tical reasons, was written at the beginning of 
July. Since then the Ministry of Supply has 
changed its policy and apparently intends to 
follow closely world prices. 

The report and accounts were adopted. 





UNITED DOMINIONS 
TRUST, LIMITED 


AN ALL-TIME RECORD 


The twenty-seventh annual general meet- 
ing of the United Domirions Trust, Limited, 
was held in London on August 18. 


Mr. J. Gibson Jarvie, the chairman, in 
the course of his speech, said: The company 
has had an all-time record year both in turn- 
over and profits earned; the record group 
profit amounts to £408,557, but we expect 
the government will require in taxation 
£195,082. We propose a dividend in the 
ordinary stock of 15 per cent., less tax. 
This means that out of the record profit of 
£408,557, the ordinary stockholders will re- 
ceive only £82,500 i.e, at present values 5 
per cent. on their money, less tax; not an 
excessive reward to the investor. 


The success of your company and its sub- 
sidiaries is attributable to the fact that they 
render essential services to the community. 
Year by year we have developed and extended 
our services: No company starting with vs 
in its early stages need at any time in the 
course of its subsequent career have any 
need (apart from joint stock banking 
facilities) to seek capital or financial <essistance 
away from your companies. The organisation 
is unique in the breadth of its activities and 
in its many services to British industrial 
enterprise. 


Enterprise in Britain today is stultified and 
frustrated at every turn by the policy and by 
the enactments of our present government. 
But in spite of everything I believe that we 
still have an opportunity for regaining the 
position which we held at the beginning of 
the century and we might improve even on 
that. All that we require is the will. 


The report was adopted 
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Investment Statistics 


Company Notes 


Wm. Cory.—A fall in consolidated wading 
— in the year ended March 31, 1949, 

om £1,717,397 to £1,379,985 is reflected in 
lower group earnings on the ordinary capital, 
which shows a decline from 45.8 per cent to 
40.8 per cent. Net current assets have 
shrunk somewhat from £10,159,368 to 
£9,848,369. Marketable investments have 
fallen from £6,126,353 to £5,409,577 but 
cash is some £500,000 higher at £2,419,039. 


Albion Motors.—Changeover in models 
and emphasis on the less profitable export 
market have led to a decline in consolidated 
trading profit in 1948 by £83,248 to £528,346. 
Net profit after charging depreciation £73,428 
(£52,905), taxation £192,540 (£334,540), loss 
of subsidiary £5,406 (profit ot £13,324), was 
£246,275 against £224,149. Reserves £195,000 
(£150,000). forward is increased from 
£111,251 to £114,229. The dividend of 15 
per cent on the increased capital is repeated. 


international Tea Co.’s Stores.—Net 
profit after deducting taxation has, in the year 
ended April 30, 1949, declined to £516,282 
against £545, 130. Stock depreciation reserve 
receives nil (£100,000). A _ transfer of 
£100,000 to general reserve is repeated. The 
en dividend is again 16 per cent and 
carry forward is some £4,000 higher at 
£132,989. 


Peerless and Ericsson.—The ordinary 
dividend is raised from 30 per cent to 50 per 
cent following a rise in group profits in 1948 
from £104,308 to £217,229. Taxation re- 
quires £126,240 against £77,033. General re- 
serve receives £50,000. Carry forward is 
£7,264 down at £10,054, 


Trawiers Crimsby.—Group profits have 
risen sharply from £227,046 to £358,019 in 
the year ended March 31, 1949. After de- 
ducting interest £6,250 (ail), depreciation 
£125,000 (£68500), taxation, £122,696 
(488,000), group net profit was £92,220 
(£65,298). The allocation to general reserve 
at £40,000 is doubied. The ordinary divi- 
dend of 25 per cent is unchanged. Ordinary 


shareholders are to receive a bonus issue by 
distribution of ome six per cent {£1 preter- 
ence share for each three 6s. 8d. ordinary 
shares. 

Watney Combe Reid.—Despite a sharp 
fall in trading profit from 1,660,877 to 
£1,253,928 revealed in the preliminary state- 
ment, the dividend for the year to June 
30, 1949, remains unaltered at 20 per cent. 
Net profit has risen from £863,121 to 
£943,335, but 1s arrived at after crediting 
£328,442 (£1,150) from deferred repairs. 
Taxation took £501,926 against £648,521 in 
the previous year. 


Triplex Safety Glass.—Net profit subject 
to taxation and before deducting employees’ 
share in profits for the year to June 30, 1949, 
has decreased by £42.812 to £143,143. The 
dividend remains unchanged at 10 per cent. 


Brightside Foundry and Engineering.— 
Net profit after taxation for the year ended 
June 30, 1949 has risen to £132,872 against 
£85,429 in the previous period. An allocation 
of £25,000 to plant replacement reserve is 
repeated. General reserve receives {£25,000 
against £10,119. The carry forward is up 
from £106,373 to £132,870. The ordinary 
dividend remains unchanged at 50 per cent. 


Capital Issues 


South African Breweries. — Ordinary 
shareholders registered on October 17th are 
to receive two new £1 ordinary shares for 
each three ordinary shares held. In this way 
1,211,773 new shares will be issued, capitalis- 
ing £1,211,773 of reserves. 


Other Issues 


Whitbread.—Underwriters to the issue at 
par of £1,750,000 34 per cent first mortgage 
debenture stock 1964-84 have been required 
to take up 724 per cent of their liability. The 

pose of the issue was to redeem the exist- 
ing 4 per cent mortgage debenture stock, the 
34 per cent “B” debenture stock and to 


provide some additional w 

Quotation in the new stock, 12 

on Wednesday at 4 points oe dealing, 
ranging from 153-16}. 


London Asiatic Rubber ard Produce... 
Shareholders registered on August 13th ae 
offered one 2s. share at 2s. 1d. for each fiy 
2s. shares held. 


Homfray.—Application has been made fx 
permission to deal in 449,992 44 per con: 
redeemable cumulative fi first 
shares. Capital consists of 2,499 in 
£449,992 of the above issue, £7,511 in 6 per 
cent cumulative {1 preference shares and 
£224,996 in £1 ordinary shares. Profit gub- 
ject to income tax for years ended May 3ls: 
1939, £82,475; 1948, £305,697; 199, 
£389,197. Assets as at May 31, 1949: Figs 
assets, £249,014; investments, £311,726; 
total current assets, £928,293; net current 
assets, £471,368. 


New Issue Prices 





| Issue - hin 
Issue i; Price sag ; 
ia) 
Ambler (J.), Deb. (£50 paid) ...)  1004* - 
Arties, Pek ei. GAS, 058 1 21/0 } 20/ 
Assoc, Fisheries, ’ Pref. -| 21/0 18/6—19 
Babcock & Wilcox (20)- ‘paid) . , 57/6 20/1 — WA, 
Barbados Elec., Pref. ......... 20 6° 19/9—%/5 
Fattorini, Pref. ..........0000. | 20/3* | 20/9219 
Cons. Zinc, Pref. ....scccceee: 20/0 17/6—6h 
Entield Cable, Pref. itil . meee 20/0— 
Goldthorpes, 1 oeeccece 2/3? | ae 
Guest, Keen (20 0 ‘paid) ssceces 37/6 26/ 
Hamer-Porter ee, Pref. ....| 21/6* | 21/0-20 
Do. Ord., Nai 10/93"  10/0—-1 
Liebigs, 44% Pret! svccceccesy 20/0 ba 2 
Iceland, 44% (£25 paid) . ccvooes 99 
N. Rhodesia (£50 —_* Sevee ees 97 
Lister (R. A.) .... veconenh,.Go/0 72/ a 
Nanwa (£50 paid) ........eee. 100 B- 
Rotary Hoes, 5/-...... coool 16/09] D/6— 
Standar , e irewi orks, “Pref... oes 21/9" | 19/6208 
Teleph. & Gen. Trust, H% T Deb.| 101)" 95—10 
Reed (A. “E ‘ 4 35/0 37/6—3/3 
Do. Pref Bi Mes ess 20/0 19/6—20/0 
Whitbread, Deb. (£20 em + j 100 15$—16} 
Whiteley (B.) ; a seep 70/0 me 
Wilmot Breeden, Pref........0 20/6* | 19 3 
Yorkshire Dyeware, Pref. ...... 20/0 19/9103 
* Placing. 





SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. 
appear in the Supplement : Beecham Gronp ; Canadian Eagle Oil ; 








Prices Poh se Prices, : 
i Price, | Price, Yield, | Yield, Last Two 
jn. car 1989 7, Name of Security fen aS Aug. 11, aug 3, stam al Dividends 
| 9. Jan. 









Low i 
















10078 | 100 | War Bonds 24% jit L est 100% 
Hh, | SF amen yar bars, 3 
i i Nar Bonds i 
103} 993 || War Bonds 2 "a Mar. i i 995 
104% | 93 War Loon 3494 (after Dec. 1, te 94 
h | 98 | War Bonds 2% ug. 15, 1954-56 98}xd 
14% | i ‘Funding 23% 3 fin fs, 1952-57. . 
105 99} | Nat. Def. uly 15, 1954-58...) 99. 
106% | 100 |War Loan 3% Oct Oct. ee 1 ‘ 
148 | Sav. xd, 
i | Funding the, Bie 15, 1956-61. . | 
i e [Panding ine 46 Mev 1, i9s0 15, 1959.69... | & 
ing 07 
| 93) | Sav. Bonds - 1960-79. | 94xd 
903 | Sav. Bonk 2 y 1, 1964-67., 91 | 
107$ | Vict. Bonds 4% Sept. i, 1920-76) 107}xd 
| 91# | Sav. Bonds 3% Ang. 15, 1965-75.|| 91 }xd 
| 1 Coew, Shee after lot iseh. | * 
«|i 
| 68% | Treas. sik a (after Apr. 1 275) 70 
85 | Treas. Stk. 3 {after Apr. 5,4 5, ee 85 
| 88 Redemp. Stk. 3% 89 
6 PRE SE 
92 
91 
88 


perenne one 


the assumption that all dated stocks will be 
Such yields are marked ‘!’. To this rule there are two exceptions 
ee et cent an wiih viaiie ate ne to earliest date 

are allowing for tax at %. in £ 
life 15 years 6 months. 





(nm) 



























redemption date. 





















(a) Interim. () Final. {c) Whole year. iia Ce 
1 Free of tax. 


Fotes on the following companp reports 
William Cory & Son. 






Price, , a 
Name of Secur'ty ! Aug. 10, ua 
|) 1949 sgt ‘‘ 
















4 &aig & 

&# 13 7/2 6 7 % % OTHER SECURITIES (ei 
L0O%# | O1L 2} 2 7 1] 106s | 9 | @ | @) | Austratia 33% 1965-69... .| * yy 
00 f (216 8/2 81g) 91 (d) | \\Birmingham 23% 1955-57..| 44 | 3 i 
99H 1 8 0/210 4 6m | 5 50 ¢ NAngio American Go 10/-.| ; 68) 6 ae} 
% {2 0 3)315 6f) 9 6 5 a! 25 \|Anglo-Lranian Oil, ‘A ak niaans Ta | % 4 + 

1 910,212 80/3 | 69/ | 5 @| 10 blAccoe Fietrical, Ord. fi...|| 7/6 | 1/6 |4 Hy 

100} 1 9 7/2 14:11% 82/6! 69/6 | pls ¢| 2 224 ¢ | Assoc. Port.Cem.,Ord. Stk. rill 72/- | 13/6 | + 
/ 1015 (1 9 9/2 16 107 33/10)) 22/6) 40 «| ¢ ||AustinMotor,‘A‘Ord.Stk.5/-| 23/9 | 23/9 |@ 85 
101g | 1 9'218 81/- | 68/9) 7 a} 6 | Barclays Bank Ord. ‘BY G1.) 69/6 | 71/6 2) 
9% 116 1/3 3 54 181/9 | 142/6 | 125 ¢| i a | Bass Ratcliff, Ord. £1...... ‘|| 1496/3 | 146/38 | 5 8? 

| 97 113 2} 216 104 103/9| 90/6 || 8a) 12 }) British Oxygen, ah 92/6 | 92/6 +; 
| ! 1 8 3 5 ll 38/9 32/3 i ia 3 : )Courtaulds, 1 Scbae cn ii 32/9 j 33/6 } oD 
| 108 | 1 813 4 34 30/-| 24/3 | Ma! 20 >| Distillers Co. Ord. 4/-..... || 24/6 | 24/6 52} 

xd 118 7/3 6 44 S/-| 2/9) Be, & c|\Dorman Long, Ord. f1.....| 28/6 | 8/6 |3Ry 
92, 118 7/3 2 94 T7/-| 59/6) 16 ¢| 18 ¢ [Dunlop Rubber, Ord. £1. 60/3 | 6i/- | 4B: 
O8jxd 111 4] 3 5 2% 49/43) 40/7]! 3 @) 7 6 imp.Chem.Ind.,Ord, Stk (ij) 40/10} 41/6 re 

i; 1 8) 3 Til Ch | # 1 1344 | 184 b | |ituperial Tobacco, {1...... 5xd 3 gD 
(142 6/3 TMd 47/3, 32/6 || We) 10 © '\Lancs. Cotton, Ord. Stk. fi /9 | SUM wl 
(2119 8/312 Gf 51/6 | 42/14) 10 ¢| 10 c\Lever & Unilever, Ord. {1..| 42/6 | 42/8 | ti, 
(218 9/310 117) 61/6 52/6 | 10 ¢} 15 c|\London Brick, Ord. Stk fi 61/6 | 51/6 aia 
(118 5/310 37 53/6) M/-|| Tha 11} | Phin J'nson, Ord. Sth. 10j-| 36/6 | WS |E RY 
,119 8) 3 9 24 82/3) 43/- | ae , Def. Stk. f1...... 43/6 | 8 ait 
11 0;3 9 3 Ah 284 TT psc. tT! cllpredentta, OP GRC c cts vce 29 » 4B) 
1 6'3 8 34 57 52/9 i hc Stewarts & Lloyd Def, £1. 3 a4¢ 
11910/3 8 14 78/9| 57/99) b ie iw 
1 3 Bild 6 | oh | as 
1 3 8 3 87/-!| 69/- ee 
119 513 8 9 at 


is) Yield basis 12% (6) Plus tas toe ba 
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Statistical Summary 


EXCHEQUER RETURNS 


For the week ended August 13, 1949, total 
ordinary revenue was £73,550,000, against 
ordinary expenditure of {52,609,000 and issues to 
sinking funds £475,000. Thus, including sinking 
fund allocations of 44,604,000, the surplus accrued 
since April Ist is £90,052,000 against 4£301,798,000 
for the corresponding period a year ago. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 





Receipts into the 
Exchequer 
(£ thousand) 


April 
1 










Esti- 


Revenue mate, 7 





Aug. 
14, 13, 
1948 1949 





























} 

seemed 1490000 319,784) 289,864 10,105; 10,991 
Gur-ta% ........-- / 105,000} 21,700} 28,700 550} 1,100 
Estate, etc., Duties 176,0 70 350} 68,1 3,250} 3,200 
StampS.........- | 48,500) 21,585) 18, 750; 900 
Profits Tax .... \ | 240,006 37,510) 81, 4,400) 5,600 
BPG ties | 47,050) SOE ce 
Other InJland Rev. 11, 90) aie 10 
SpecialContributn. 2 9,350) 650 500 




















Customs....+.. 16,539 14,810 
BaD occ cccecee 12 400) 15,995 
Total Customs & | 

Excise ........ 28,939 30,805 
Motor Duties. ... . 9,01 a 254 
Surplus War Stores 20,891! 46,11 20} 18,158 
Surplus Receipts | 

from Trading.. 18, 826, 4,049 ... ome 
PO.(NetReceipts) 860... | 1800] 7. 
Wireless Licences . 2,730! 3,04 em eee 
Crown Lands... .. 360 2: até ‘ 
Receipts from) 

Sundry Loans. . ‘ 86; 1,589 
Miscell. Receipts. 45,792; 443 
Total Ord. Rev... 377 ‘ 96,892) 73,550 
Seur-BaLaNncine 
Post Office....... 159,6 4,900 


Income Tax on 





Issues out of the Exchequer 
to meet payments 

rE ({ thousand 
Esti- é 
mate, 


1949 


Expenditure 





IDINARY 
Exrenpiture | 
Int. & Man. of 
Nat. Debt... | 485,06 





152,533! 149,300) 1,657} 2,509 


| 
6,807) 11,58 


3,161) 


a Facet: 


Other Cons.” Fund | 
Services ......, i 12, 






4,97 
























Wiese és 527,000} 162,500; 165,8 1,657; 2,509 
Supply Services . . 280270 37,300! 30,100 
Total Ord. Expa. . '332970 38,957) 32,609 
Funds...) ... 10} 475 

Total (excl. Self-| 
Bal. Expd.)... . (332970 38,967! 33,084 
Stur-BaLancinc me 
Post Office... , | 159,6 2,000} 4,900 

Ineome Tax on: 
B.P.T, Refunds | 5,7 84; 270 


After decreas 4 ale 
(2,039,186, on ~ Exchequer balances by £131,113 to 


he other operations for the week decreased 

the gross National Debt by £35,746,850 to £25,269 million. 
NET RECEIPTS ({ thousand) 

Cotton (Centralized Buying) Act, 1947, s. 21(3).... 3,500 


Post NET ISSUES ({ thousand) 


ape cx dpe on. MPEP ORME aa * nae 400 
We... eee 330 
Loe! Ang tate Guarantees Act 221200 2°02020TD “as 


ties Loans Act, 194 ei 

Me Towns Act, 1946, _ 12/3) 5, s. 3(1). eee ’ fee 4,250 
Damage: War Damage Commission ....... - 3,000 

1946 and 1947, Postwar credits Jans 


= 





CHANGES IN DEBT (£ thousands) 


Treasury Bills .... 10,506 
24% Det. Bonds. ., 229 
Tax Reserve Certs. 654 





11,389 


Nat. Savings Certs. 300 
3% Def. Bonds... . 493 
24% Ter. Annuities 1,512 
Other Debt :— 





ieternal ....... 16 
Eaternal ...... 1,295 
Ways & Means Ad- 
vances ........ 18,520 
Treasury Deposit 
Receipts 2.0.55.» 25,000 
47,136 


FLOATING DEST 


(4 millon) 

















May 33 
. a 336 
, 2 322 
at 306 
June < $22 
ie * 334 
>. a 530 
July +4 
34. 
338 
33! 
33 
31 
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TREASURY BILLS 
(4 million) 






321-6 


Aug. 5 | 200-0 | 309-4 
121210 0! 2757 


200-0} 10 
210 0} 10 


& 


SZbe SEE 


6 03 





On August 12th applications for bills to be paid on Mon” 
day, Tuesday, Wednesday, Thursday and Friday were 
accepted as to about 70 per cent of the amount applied for 
at £99 17s. 4d. and applications at higher prices were 
accepted in full. Applications for bills to be paid on 
Saturday were accepted at £99 17s. 5d. and above in full, 
£200 million (maximum) of Treasury Bills are being offered 
for August 19th. For the week ended August 20th the 
banks will be asked for Treasury deposits totalling {£50 
million (maximum) at 6 months. 


NATIONAL SAVINGS 
(£ thousand) 










Savings Certtihcates :— 
Receipts. ......... oosp ee 
Repayments ......ceee0- 





Net Savings .....eecess: 
Defence Bonds :— 


Receipts...... osneotep ee 
Repayments .......-+++- 
Net Savings ............ 
P.O. and Trustee Savings 
Banks :— 
Receipts. ..... ah oah es . 3. 


Repayments ......++-+++ 
Net Savings .....00+-+++ 


Total Net Savings......... 
Interest on certificates repaid 
Interest accrued on savings 
remainin PE hdres 3 


ans. 7, | Aug. 6, 









Week Ended 


948 


















Dr 850 





505 375 






Fiduciary issue raised 
million on July 6, 1949. 


BANK OF ENGLAND 
RETURNS 
AUGUST 17, 1949 


ISSUE DEPARTMENT 











£ 
Notes Issued:- Govt. Debt... 11,645,100 
In Circulation 1290,998,154| Other Govt. 
In Bankg. De- Securities ... 1338,271,076 
partment ., 69,249,679 Othe Sees... 701,187 
than 12,637 
Amt. 
Issue ....... 1350,000,000 
. Gold 
Bullion {at 
172s. 3d. per 
oz. fine). .... 247,833 
1350,247, 833 1350,247,833 
BANKING DEPARTMENT 
, f £ 
Capital ...... 14,553,000 | Govt. Secs..,, 349,273,941 
Rest..... aewn 3,842,015 | Other Secs. :- 36,652,481 


Public Deps.:- 54,377,526 | Discounts and 
Public Accts.* 12,633,856 | Advances... 10,653,669 
H.M, Treas. Securities..., 25,998,812 
Special Acct, 41,743,670 


Deps.:- 377,334,701 
Bankers..... 287,916,018 |Notes........ 69,249,679 
Other Accts... 89,418,683 |Coim.......++ 4,931,141 
450,107,242 450,107,242 


* Including Ex , Savings Banks, Commissioners 
of National Debt Dividend Accounts. 








COMPARATIVE ANALYSIS 
(g million) 






ssue Deft. : 
Notes in circulation..... 
Notes in banking depart- 
ment ee 









. blic Accounts ........ _ _s 
reas Special Account ° ¢ 
Ragas ereacceet ud 288-7) 287-9 
Others... dec ccwccvesees 87- 89-4 
Total eee ee eeeeeeeees 418- 431-6 
Securities :-— 
Government. ..cecsceesss 345- 9-3 
Discounts, efc...cceseees 11-1) 10-7 
Other ewe nee eee oeaeee 28- 26-0 
Total oteoces eee eteeee 384: 386-0 
Banking dept. res........0+ 52-3) 64-2 
% % 
FICS ves tccceeses 14-8 





* Government debt is finer capital £14,553,000. 


£1,300 million’ to £1,350 


GOLD AND SILVER 
The Bank of land’s Official buying price tor gold 


remained at 172s. per fine ounce throughout the week, 
Spot cash prices were as follows :— 


London |New York} Bombay 





1949 
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Factory sites in Canada 


Our Foreign Business Department can assist 
you in finding suitable factory sites in Canada. 
This department is a ready source of information 
on markets, sources of supply and kindred 
subjects of vital interest to business men. 


London Offices— 
6 Lothbury, E.C.2. E. B. McInerney, Mgr. 
2-4 Cockspur St., $.W.1. L. R. Newman, Mgr. 


Over 700 branches in 
OF Cc AN ADA Canada, the West aie 
Head Office, Montreal 


Offices in New York and Paris 
Incorporated in Canada in 1869 with Limited Liability. 


Central and South 
Americta. 


REFUGE ASSURANCE COMPANY, LTD. 


Chief Office: OXFORD STREET, MANCHESTER, 1 
ANNUAL INCOME EXCEEDS £18,000,000 
ASSETS EXCEED 
CLAIMS PAID EXCEED 
(1948 Accounts) 


UNIVERSITY COLLEGE OF SWANSEA 


Applications are invited for two Research Assistantships in Social 
Studies at a salary of £450 per annum. Applicants should be gradu- 
ates in History or Economics or Sociology or Political Science or 
Philosophy. The appointments will date from October 1}, 1949. 
Further particulars may be obtained from the Registrar, Univ ersity 
College, Singleton Park, Swansea, by whom applications must be 
received on or before September 3, 1949. 





rPHE Civil deovian eemmnanianare invite egumcaiens's for pariehens 
appointments as Assistant Experimental Officer to be filled by 
competitive interview during 1949. Interviews will be held shortly 
after the receipt of the completed application form and successful 
candidates may expect early appointments. 

The posts are in various Government Departments and cover a 
wide variety of scientific (including engineering) qualifications. 
Places of work are spread throughout Great Britain. 

Candidates must be at least 174 years and under 26 years of age 
on ist ew 1949; time spent on a regular engagement in H.M. 
Forees may be deducted from actual age. Candidates must have 
obtained the Higher School ificate with mathematics or a science 
subject as a principal subject, or an equivalent qualification. Higher 

ualifications will be regarded as an advantage to candidates over 
the age of 20. 

The tnclusive London salary scale (men) is £230-£490. Salaries for 
women and for posts in the provinces are somewhat lower. Super- 
annuation provision is made under the Superannuation Act. 

Further particulars and forms of application from the Secretary, 
Civil Service Commission, Scientific Branch, 27, Grosvenor Square, 
London, W.1, quoting No. 2522. Completed application forms should 
be returned as soon as possible. 
N ARKET Research Shorthand Secretary /Assistant and a Personal 

Assistant with research training or eer ey o_o required 

Ox 


in prominent London Advertising Agency. 


BRITAIN’S LEAVING MONTHLY ON ASIAN AFFAIRS 


EASTERN WORLD 


INDIA—PAKISTAN—S.E. ASIA—FAR EAST—PACIFIC 
YEARLY SUBSCRIPTION £1 (post free). SINGLE COPIES Is. 6d. 
Write for Sample Copies to :—45, Dorset Street, London, W.!. 





MURRAY-WATSON 


UMITED 
Advertising & Marketing 


Home and Overseas 


83 SOUTH MOLTON STREET, LONDON, W.1. GROSVENOR 3508-9 
DUDLEY, WORCESTERSHIRE: DUDLBY 16a 





way, Londeo, Ww. ECONO 
R. S. Farley, 111, Broadway, New York, ¢.—Semeder, 





THE ECONOMIST, August 20, Io 


BANK OF SCOTLAND. 


Constituted by Act of Parliament 1695 


AUTHORISED CAPITAL 
CAPITAL FULLY PAID .. 
RESERVE FUND & BALANCE carried forward 
DEPOSITS & CREDIT BALANCES 
as at 28th February, 1949 ane ase 


Head Office: THE MOUND, EDINBURGH 


Over 200 Branches and Sub-Branches throughout Scotland 


London Offices : 


CITY OFFICE, 30, BISHOPSGATE, E.C. 
PICCADILLY CIRCUS BRANCH, 16/18 PICCADILLY, W, 











OVERSEAS? 


Are you shipping to Canada, or the West Indies? Why 
not take advantage of this Bank’s complete facilities? Our 
first-hand knowledge of these markets is at your disposal 


THE BANK OF NOVA SCOTIA 


108, OLD BROAD STREET, LONDON, E.C.2, 


Over 350 Branches across Canada, in Jamaica, Cuba, Puerto Rice, 
Dominican Republic, and London, England: an Agency in New 
York and Correspondents throughout the world. 


Established in Canada in 1832 with Limited Liability. 


ASSOCIATION OF CERTIFIED AND CORPORATE — 
ACCOUNTANTS 
APPOINTMENTS REGISTER 
Employers seeking the services of Certitied Accountants are asked 


to write to the Secretary of the Association, 22 Bedford Square, 
London, W.C.1. (Telephone: Museum 5163.) 


+ 1a UNIVERSITY COLLEGE OF HULL 


The College proposes to award a Post- graduate Studentship in the 
Faculty of Arts for full-time research in Arts, Commerce, Economie 
or Law. The value of the award is £200 for one academic year, 
renewable for a second year. Further particicars from. the 
Registrar, to whom applications (three copies) should be sent by 
September 3rd. 


NATION AL BANK. OF INDIA LIMITED 
Notice is hereby given that the Transfer Books of the Bank wilh 
closed from 24th August to 6th September, both days inclusive. 
By Order of the Board, 
W. KERR, London Manager. 
__ 26, _Bishopsgate, London, E.C.2. August 16, 1949. 


ROYAL INSTITUTE OF INTERNATIONAL AFFAIRS 
CHATHAM HOUSE, S.W.1 
Assistant required for Press Library: British woman gues. 
good knowledge Italian, and French or German, and interest ® 
current international affairs. Initial salary £300-£325. Apply ® 
writing. 


JATEREST. ‘34 per cent on Shares and 3 per cent on n Deposits FREE 

of EIRE INCOME TAX paid or credited to poo t a ice yearly= 
Particulars from PROVIDENT BUILDING SOCIETY, 3, St. Stephet's 
Green, Dublin. x 


ERSONNEL Manager required by engineering firm, works i 
Slough area, employing some 1,100 people. Previous ex 
essential. Salary commensurate with qualifications. Write, No 
642, 18-20, Regent Street, S.W.1. ; 


NORTH-WESTERN POLYTECHNIC 


PRINCE OF WALES ROAD, N.W.5. 


New session begins ISth September, 1949. 
Applications are now being considered for the following day courses > 
ONE YEAR COURSES FOR LONDON EXTERNAL INTERMEDIATE 
EXAMINATIONS IN ARTS, COMMERCE AND ECONOMICS. 


ONE DAY A WEEK COURSES IN COMPANY. SECRETARYSHP, 
COST ACCOUNTING AND BUSINESS ADMINISTRATION. 

ONE MONTH FULL-TIME COURSES IN “HUMAN ASPECTS FF 
MANAGEMENT " (first course begins 26th September). ‘ 


ae 





























Enrolment week for evening courses !9th-23rd September, 
Particulars on application 
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